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Can  Hospitals  Hold  Cost  Increases  to  9%? 


With  the  business  community 
spending  nearly  $30  billion*  on 
health  care,  the  U.S.  Chamber  of 
Commerce  has  assumed  a  leading 
role  in  trying  to  find  a  solution  to  ris- 
ing costs.  To  bring  the  issues  into 
sharper  focus.  Chamber  President 
Dr.  Richard  L.  Lesher  hosted  a 
roundtable  discussion  recently  in 
Washington.  His  guests  were:  Joseph 
Onek,  associate  director  of  the  White 
House  Domestic  Policy  Staff;  Dr. 
James  H.  Sammons,  executive  vice 
president  of  the  American  Medical 
Association;  Representative  Paul  G. 
Rogers  of  Florida,  chairman  of  the 
House  Subcommittee  on  Health  and 
the  Environment;  and  J.  Alexander 
McMahon,  president  of  the  American 
Hospital  Association.  The  following 
is  adapted  from  the  discussion: 

DR.  LESHER:  Gentlemen,  let's 
begin  by  talking  a  bit  about  those 
things  which  are  driving  up  the  cost 
of  health  care.  Who  would  like  to 
start  off? 

MR.  McMAHON:  I  would  be  glad 
to  start  from  the  hospital  side,  be- 
cause it  is  very  clear  why  hospital 
costs  are  going  up  at  the  rate  of  about 
15  percent  a  year.  Nine  percent  is  due 
to  inflation.  The  rate  of  inflation  is 
higher  for  hospitals  than  for  the  rest 
of  the  economy  because  of  the  high 
cost  of  things  that  hospitals  have  to 
buy:  energy,  malpractice  insurance, 
improvement  of  care  and  so  on. 

We  can't  do  anything  about  the 
nine  percent  inflation  rate,  Dr. 
Lesher,  so  the  issue  is  how  much  do 
we  want  to  improve  care  or  reduce  the 
improvement  in  care  that  has  already 
been  achieved?  The  cost  of  improve- 
ment is  now  adding  the  other  six  per- 
cent a  year  of  the  increase  in  cost. 


*$30  billion  equals  employers  contributions 
to  group  health  insurance  for  employees  and 
dependents  for  fiscal  year  1976.  This  amount 
would  be  doubled  if  taxes  for  public  health 
programs,  in-house  programs  and  corporate 
philanthropy  were  included,  according  to 
U.S.  Chamber  of  Commerce  statistics. 


DR.  SAMMONS:  I'll  pick  it  up 
there  with  the  physician's  point  of 
view — the  view  of  the  hospital's  med- 
ical staff.  I  agree  with  every  word 
that  Alex  has  said  about  hospital 
costs.  And  the  individual  physician 
has  the  same  problems  of  inflation, 
labor  costs,  technology  and  profes- 
sional liability — and  that  can  add  up 
to  an  incredible  sum  of  money. 

The  physician  has  one  additional 
factor,  however,  and  that  is  the  extra 
burden  of  continuing  medical  educa- 


tion that  is  now  being  required  by 
more  and  more  states  for  relicensing. 
Travel  and  tuition  costs  for  CME  rep- 
resents a  very  expensive  addition  to 
his  armamentarium.  So,  there  are  a 
lot  of  factors,  and  it  all  begins  with 
the  basic  inflation  within  the  whole 
economy. 

DR.  LESHER:  Do  other  things 
add  to  inflation  in  the  hospital  indus- 
try, like  new  technology  and 
equipment? 


found  there  are  many  reasons  for  ris- 
ing costs.  But  what  concerned  the 
committee  most  was  that  inflation  in 
the  hospital  sector  is  more  than  dou- 
ble that  in  the  economy  as  a  whole.  I 
don't  think  anybody  would  object  if 
hospitals  operated  at  the  normal  infla- 
tion factor  of  the  economy. 

Other  businesses  are  also  moderniz- 
ing with  new  technology.  Their  elec- 
trical bills  are  going  up.  Their  power 
costs  rise.  We  are  looking  at  this 
problem  now  to  determine  how  we 
can  slow  down  the  inflation  factor  in 
hospital  care.  I  don't  think  we  can 
stop  it,  but  at  least  we  can  begin  to 
slow  it  down. 

DR.  LESHER:  We  hear  a  great 
deal  about  the  cost  of  physician  serv- 
ices going  up,  but  the  hospital  indus- 
try is  what  economists  call  labor  in- 
tensive. So  isn't  the  labor  cost  a  large 
part  of  it? 

REPRESENTATIVE  ROGERS: 

It  is  about  40  percent,  isn't  it? 

MR.  McMAHON:  Oh,  it's  higher 
than  that  when  you  add  in  the  fringe 
benefits — in  the  55  percent  range.  It 
used  to  be  60  percent  but  it  came 
down  a  bit  because  of  the  heavy  im- 
pact of  energy,  malpractice  insurance 
and  some  other  costs. 


MR.  McMAHON:  That  is  the 
added  six  percent  of  the  costs  for  hos- 
pitals that  I  mentioned.  It  is  the  new 
technology,  the  intensification  of 
services,  the  new  techniques  like  kid- 
ney dialysis  that  are  major  con- 
tributors to  that  six  percent  increase. 

DR.  LESHER:  What  about  the 
ready  availability  of  money? 

MR.  ONEK:  I  think  that  a  more 
basic  structural  problem  in  the  case  of 
the  hospitals  is  that  90  percent  of  a 


hospital's  bills  is  paid  by  third 
parties — either  by  private  insurance 
companies  or  the  Government,  Medi- 
care and  Medicaid.  I  don't  think  there 
is  the  same  incentive  to  keep  down 
costs  that  there  might  be  in  other 
segments  of  the  economy. 

The  doctor  doesn't  pay  the  bill. 
The  patient,  in  large  measure,  doesn't 
pay  the  bill.  So  the  incentives  to  keep 
costs  down  are  not  the  same. 

REPRESENTATIVE  ROGERS: 
During  our  hearings  on  this  matter  we 


DR.  SAMMONS:  Part  of  the  prob- 
lem with  physician  fees  is  that  a 
physician's  office  is  labor  intensive. 
A  doctor  needs  from  one  to  three  or 
four  support  people  in  his  office,  so  it 
becomes  a  very  labor-intensive  unit, 
and  he  has  a  problem  with  labor 
costs. 

It  is  certainly  correct  that  the  avail- 
ability of  health  insurance  has  also 
had  a  lot  to  do  with  the  high  cost  of 
health  care.  Government  payments 
have  had  a  lot  to  do  with  it.  too.  But 
this  is  a  problem  that  concerns  every- 
body. Until  we  raise  the  level  of 
cost-consciousness  of  the  patient  to 
that  of  the  providers,  the  Congress 
and  the  Administration,  we  will  not 
be  able  to  solve  the  cost  problem. 


"Two-thirds  of  the  hospitals  say 
they  would  have  to  reduce  services  if  they  have  to  live  with  a  nine-percent  ceiling 

on  annual  cost  increases." 


While  industry  is  the  big  purchaser  of 
health  care,  it  is  the  people  in  indus- 
try who  are  the  big  demanders  of 
care,  and  these  people  have  got  to 
have  their  level  of  cost  consciousness 
raised. 

I  realize  that  costs  in  the  rest  of  the 
economy  are  rising  at  the  rate  of  nine 
percent,  but  the  rest  of  the  economy 
does  not  deal  with  life  and  death  prob- 
lems seven  days  a  week,  24  hours  a 
day.  Other  segments  of  the  economy 
don't  have  a  demand  problem  that  can 
be  met  only  with  expenditure  of  great 
sums  of  money  just  to  meet  technol- 
ogy and  construction  costs. 

DR.  LESHER:  Basically,  I  think  it 
is  fair  to  say  this  country  has  always 
tried  to  go  first  class  when  it  comes  to 
medical  care.  The  President's  pro- 
posal, I  believe,  has  two  basic  propo- 
sitions for  beginning  the  containment 
of  health  care  costs.  Joe,  would  you 
care  to  describe  those  for  us? 

MR.  ONEK:  First  of  all,  we  want 
to  hold  down  increases  in  hospital  ex- 
penditures to  about  nine  percent. 
Now,  that  is  roughly  one  and  one-half 
times  the  rate  of  inflation,  so  it  does 
give  hospitals  the  ability  to  make  im- 
provements in  quality,  while  substan- 
tially reducing  the  rate  of  inflation, 
which  is  now  15  percent. 

The  second  aspect  of  the  program  is 
that  there  should  be  some  limitation 
on  capital  expenditures.  I  think  there 
is  a  growing  consensus  that  we  have 
too  many  hospital  beds  in  many  areas 
of  the  country,  although  not  in  all 
areas. 

There  is  some  question  about 
whether  hospitals  are  purchasing  dup- 
licative equipment.  To  deal  with  that, 
we  have  suggested  a  limitation  for 
capital  expenditures  in  each  state. 

DR.  LESHER:  Paul,  your  commit- 
tee has  added  another  basic  concept  to 
that. 

REPRESENTATIVE  ROGERS: 

Yes,  we  have  changed  the  proposal 
somewhat  in  an  effort  to  give  the  hos- 


J.  Alexander  McMahon 


pital  industry  an  incentive  to  make 
savings  by  doing  away  with  unneeded 
facilities,  getting  rid  of  excess  beds 
and  eliminating  unneeded  or  duplica- 
tive services. 

I  think  what  the  committee  has  de- 
veloped is  fairly  reasonable.  Some  22 
percent  of  our  hospitals  are  now 
operating  on  a  nine-percent  annual  in- 
crease in  costs.  I  just  sent  a  staff  per- 
son to  Washington  State  to  study  what 
they  are  doing  there,  and  I  am  most 
impressed.  In  the  State  of  Washington 
they  have  reduced  the  average  length 
of  hospitalization  to  about  5.4  days, 
where  our  national  average  is  about 
7.7.  That  is  certainly  evidence  that 
much  can  be  done  if  we  make  an 
effort. 

If  we  all  become  conscious  of  the 
problem  and  get  together  and  make  an 
effort,  costs  can  be  held  down.  Many 
hospitals  are  now  starting  this  and  the 
medical  profession  is  helping.  I  had  a 
young  physician  come  in  recently 
who  told  me  a  committee  has  been  es- 
tablished in  his  hospital  to  look  at  the 
problem  of  increasing  costs.  I  think 
we  are  beginning  to  see  a  move  in  the 
right  direction. 

MR.  ONEK:  I  think  one  of  the 
benefits  of  the  Administration's 


proposal — and  of  the  work  that  Con- 
gressman Rogers  and  others  have 
done — is  that  it  has  raised  the  con- 
sciousness of  the  public,  the  indus- 
tries that  pay  a  large  share  of  the  costs 
and  those  who  provide  services. 

I  think  everybody  is  now  working 
to  come  up  with  solutions.  There  may 
be  different  viewpoints  about  how  the 
problem  should  be  solved,  but  I  think 
there  is  no  question  that  everybody 
has  an  increased  awareness  of  this 
problem  and  is  trying  to  deal  with  it 
in  his  own  way. 

MR.  McMAHON:  I'd  like  to  get 
one  term  straight — that  other  six  per- 
cent is  for  improvement  in  patient 
care.  A  few  minutes  ago  Mr.  Onek 
talked  about  a  15  percent  inflation 
rate.  It  is  really  a  nine  percent  infla- 
tion rate.  The  other  six  percent  is  for 
improvements. 

Congressman  Rogers  said  that  22 
percent  of  the  hospitals  in  any  given 
year  have  about  a  nine-percent  in- 
crease in  costs,  but  those  are  the  hos- 
pitals that  are  doing  the  same  kind  of 
thing  they  did  the  year  before.  If  there 
is  to  be  an  improvement  in  care  such 
as  a  pediatric  intensive  care  unit  or  a 
cancer  unit,  that's  when  the  nine  per- 
cent increases  to  15  percent  on  the 
average. 

It  is  the  money  for  improvement  in 
care  that  would  be  eliminated  by  the 
proposal  before  the  Congress.  If  we 
cut  back  to  nine  percent,  we  are  going 
to  markedly  cut  back  on  the  rate  of 
improvement  in  services. 

REPRESENTATIVE  ROGERS:  I 

don't  agree  with  that.  The  testimony 
we  have  heard  and  information  we 
have  received  from  hospitals  is  that 
many  hospitals  are  actually  holding 
down  their  cost  increases  to  less  than 
nine  percent. 

I  just  dedicated  two  new  towers  at 
Johns  Hopkins  and  they  are  bringing 
down  their  costs  and  expect  to  get 
them  down  to  about  eight  and  one- 
half  or  nine  percent.  Washington 
State  is  keeping  its  cost  increases  to 


"We  welcome  voluntary  efforts  of  all  kinds  to  keep  health  care  costs  down. 
However,  if  voluntary  efforts  had  succeeded  two  or  three  years  ago,  we  wouldn't  have  had 
the  legislation  and  we  might  not  have  had  this  discussion." 


only  three  percent  over  what  they 
were  last  year.  That's  fantastic.  It  can 
be  done. 

DR.  SAMMONS:  Some  of  that  is 
bookkeeping,  though. 

REPRESENTATIVE  ROGERS: 

That  may  be  so  to  some  extent. 

DR.  SAMMONS:  The  adminis- 
trator of  one  of  the  largest  county 
teaching  hospitals  in  the  world  told  us 
last  week  he  was  presenting  an  annual 
budget  increase  of  about  seven  per- 
cent to  his  county  commissioners.  He 
was  so  proud  of  himself  he  could 
hardly  stand  it.  He  told  me  that  he 
could  "live  with  it." 

What  he  didn't  say  was  that  two 
days  earlier  he  had  asked  those  same 
county  commissioners  to  give  him  an 
extra  $15  million  to  cover  his  deficit 
from  1976.  That  was  because  his 
budget  projections  were  too  low.  So 
what  is  requested  at  the  beginning  of 
the  year  is  not  always  what  is  spent.  I 
also  want  to  point  out  that  the  term 
"duplicative"  is  being  used  incor- 
rectly. It's  true  that  hospitals  dupli- 
cate some  services,  but  it  is  equally 
true  that  you  cannot  always  move  pa- 
tients to  facilities.  For  some  patients, 
you  must  move  the  facility  to  them. 
So  all  construction  is  not  duplicative. 

REPRESENTATIVE  ROGERS:  I 

don't  want  to  convey  the  impression 
that  duplication  of  services  is  always 
bad.  But  many  services  are  needlessly 
duplicated  in  some  communities,  and 
there  is  no  reason  why  we  can't,  with 
some  effort,  weed  out  the  unnecessary 
duplications  and  eliminate  the  double 
expense  to  the  public.  It  has  already 
started  in  some  communities.  It  will 
require  effort,  but  it  can  be  done. 

DR.  LESHER:  Since  the  House 
took  action  on  the  minimum  wage,  I 
have  received  a  number  of  letters 
from  hospital  administrators.  They 
said  that  that  action  alone  will  force 
them  to  break  the  nine  percent 
ceiling. 


Joseph  Onek 


REPRESENTATIVE  ROGERS: 

Apparently  they  don't  understand  the 
proposal,  because  wages  aren't 
counted  in  the  nine  percent  ceiling. 

DR.  SAMMONS:  But  when  you 
don't  count  wages,  you  are  not  really 
controlling  the  total  costs.  What  you 
are  doing  is  hiding  part  of  the  cost — 
shoving  it  under  the  rug. 

REPRESENTATIVE  ROGERS:  I 

think  we  could  include  wages  and  still 
get  under  the  nine  percent,  but  we 
chose  not  to  include  wages  in  the 
ceiling. 

MR.  McMAHON:  But  the  prob- 
lem is  not  only  the  minimum  wage. 
To  that  must  be  added  the  substantial 
increase  in  the  social  security  tax. 

REPRESENTATIVE  ROGERS: 

This  affects  all  segments  of  the  econ- 
omy. 

MR.  McMAHON:  It  certainly 
does,  but  it  is  going  to  make  it  much 
more  difficult  to  meet  the  nine- 
percent  ceiling. 

MR.  ONEK:  Let  me  clarify  that. 
There  is  a  formula  which  takes  infla- 
tion into  account.  To  the  extent  that 
social  security  taxes  or  energy  taxes 


raise  inflation  generally,  the  allow- 
ance for  hospitals  will  grow  propor- 
tionately. 

REPRESENTATIVE  ROGERS: 

Yes,  just  as  it  does  for  any  other 
business.  In  other  words,  we  are  just 
asking  the  hospitals  to  come  a  little 
closer  to  all  the  other  businesses  in 
the  country.  Not  completely,  though, 
because  we  allow  them  50  percent 
over  the  inflation  rate  in  the  general 
economy. 

MR.  McMAHON:  We  can  con 

form  to  that,  but  it  is  going  to  mean  a 
reduction  in  our  ability  to  respond  to 
new  developments  in  the  health 
world. 

REPRESENTATIVE  ROGERS:  I 

don't  think  so. 

DR.  SAMMONS:  There  is  one 
concept  here  that  absolutely  frightens 
me.  The  pass  through  of  wages,  so- 
cial security  taxes,  and  other  items 
that  are  part  of  the  total  cost  picture. 

REPRESENTATIVE  ROGERS: 

That  is  inflation. 

DR.  SAMMONS:  That  is  infla- 
tion. You  have  got  OSHA  require- 
ments, and  you  have  got  the  record- 
keeping requirements  that  flow  out  of 
HEW  like  a  veritable  river. 

MR.  ONEK:  There  is  also  a  flow 
of  paper  from  the  AM  A. 

DR.  SAMMONS:  Not  regulations. 

MR.  ONEK:  No,  but  a  lot  of 
paperwork. 

DR.  SAMMONS:  You're  right, 
but  not  regulations.  But  when  you  add 
all  of  this  up,  the  six  percent  that 
Alex  was  talking  about  earlier  has  to 
be  applied  to  service  benefits.  If  we 
are  not  terribly  careful,  many  institu- 
tions in  this  country  will  have  to 
ration  services.  And  that  is  a  very 
serious  thing. 

REPRESENTATIVE  ROGERS:  I 

don't  think  that  will  be  required  be- 


"I  realize  that  costs  in  the  rest  of  the  economy  are  rising 
at  the  rate  of  nine  percent,  but  the  rest  of  the  economy  does  not  deal  with  life  and 
death  problems  seven  days  a  week,  24  hours  a  day." 


cause  of  the  formula  we  propose.  The 
proposal  allows  hospitals  to  increase 
costs  by  the  inflation  factor  in  the 
U.S.  plus  50  percent  of  the  factor. 

MR.  McMAHON:  We  certainly  do 
agree,  Paul,  that  your  formula  for 
measuring  the  rate  of  inflation  is 
much  fairer  than  the  original  one. 

The  AMA,  the  American  Hospital 
Association,  and  the  Federation  of 
American  Hospitals  are  developing  a 
voluntary  effort  (the  National  Steering 
Committee  on  Voluntary  Cost  Con- 
tainment) to  hold  down  costs.  The 
advantage  of  a  voluntary  effort  is  that 
it  will  provide  a  way  to  measure  each 
institution  against  its  own  needs.  As  a 
practical  matter,  in  some  cases  nine 
percent  may  be  too  much  for  an  in- 
stitution if  it  is  in  a  steady  state  of  op- 
eration. Others  that  need  to  expand 
need  more  than  that. 

Unlike  this  simplistic  yardstick  of 
nine  percent  that  treats  everybody  the 
same,  the  voluntary  effort  can  better 
deal  with  individual  needs. 

DR.  LESHER:  The  National 
Chamber  is  a  participant  in  the  volun- 
tary effort,  also.  What  do  you  see 
coming  out  of  this  effort? 

MR.  McMAHON:  Well,  first,  we 
will  have  discussions  to  develop  a 
clearer  understanding  of  why  hospital 
costs  and  physician  costs  have  risen, 
and  then  we  will  try  to  determine 
what  we  can  do.  I  think  the  message 
is  clear  that  the  present  rate  of  in- 
crease in  the  total  cost  of  health  care 
is  too  high  and  must  be  brought 
down.  What  we  have  to  determine  is 
how  we  can  bring  it  down  with  the 
least  disruption  of  services  to 
patients. 

REPRESENTATIVE  ROGERS: 

We  are  now  spending  about  $55  bil- 
lion on  hospital  care  alone — that's  a 
1976  figure.  Since  that  figure  will 
double  within  four  to  five  years  un- 
less something  is  done,  it  is  urgent 
that  we  begin  to  solve  the  problem 
now.  And  we  are  finding  that  the 


Dr.  James  H.  Sammons 


medical  profession  and  most  hospitals 
are  willing  to  cooperate. 

DR.  SAMMONS:  Absolutely. 

DR.  LESHER:  What  are  some  of 
the  specific  benefits  that  might  come 
out  of  the  voluntary  program? 

DR.  SAMMONS:  I  think  the  prin- 
cipal benefit  is  that  we  keep  the  con- 
versation going  in  all  facets  of  the 
private  sector  to  maintain  cost 
consciousness. 

I  think  that  Paul's  committee  has 
done  a  great  job.  Its  proposal  is  better 
than  the  Administration's  proposal 
originally  was,  but  we  hope  that  vol- 
untary efforts  will  eliminate  the  need 
for  legislation.  The  legislation  gives 
us  a  chance  to  prove  that  when  the 
private  sector  puts  its  mind  to  it,  we 
can  solve  this  problem  without  the 
need  for  additional  legislation.  The 
interest  in  controlling  costs  will  re- 
duce a  lot  of  capital  expenditures  and 
a  lot  of  duplicative  activities — and 
there  are  some. 

DR.  LESHER:  If  all  this  works 
out  well,  will  we  need  legislation? 

MR.  ONEK:  We  welcome  volun- 
tary efforts  of  all  kinds  to  keep  health 
care  costs  down.  However,  if  volun- 


tary efforts  to  contain  health  care 
costs  had  succeeded  two  or  three 
years  ago,  we  wouldn't  have  had  the 
legislation  and  we  might  not  have  had 
this  program. 

Just  a  few  days  ago,  Secretary 
Califano  urged  the  business  leaders  in 
this  country  to  consider  alternative 
health  care  delivery  systems  that 
might  help  reduce  costs,  such  as 
health  maintenance  organizations.  So 
we  welcome  all  efforts  by  the  private 
sector  to  do  this. 

DR.  LESHER:  We  in  the  National 
Chamber  have  been  promoting  HMOs 
for  a  number  of  years  through  our 
grass  roots  program. 

REPRESENTATIVE  ROGERS: 

Yes,  you  have.  I  think  the  voluntary 
effort  is  important.  We  have  had 
some  voluntary  programs  in  Florida, 
but  the  reports  I  am  getting  indicate 
they  have  not  been  too  successful  in 
most  instances.  I  think  the  problem  is 
so  large  that  it  is  necessary  to  address 
it  in  the  framework  of  law.  A  reason- 
able law  will  help  stimulate  and  sup- 
plement what  may  be  done  voluntar- 
ily. The  problem  is  so  large  that  we 
need  everybody  working  together  on 
it. 

DR.  LESHER:  What  do  you  gen- 
tlemen see  happening  down  the  road? 

REPRESENTATIVE  ROGERS: 

The  approach  we  are  taking  will  re- 
quire some  hard  decisions  which  will 
improve  the  whole  system.  We  will 
be  forced  to  make  some  judgments 
that  we  should  already  have  made — 
and  we  all  know  we  should  have 
made  them.  We  will  improve  the  de- 
livery of  services  and  that  will  im- 
prove the  health  of  the  American 
people. 

MR.  ONEK:  I  believe  that's  true. 
Lower  cost  and  high  quality  are  not 
always  contradictory.  There  is  a  lot  of 
evidence  to  support  this.  For  exam- 
ple, many  hospitals  have  coronary 
care  units  and  other  facilities  that  are 


"The  approach  we  are  taking  will  require  some  hard  decisions  which 
will  improve  the  whole  system.  We  will  be  forced  to  make  some  judgments  that  we  should 
already  have  made  —  and  we  all  know  we  should  have  made  them." 


not  used  enough  to  give  quality  care. 

If  we  can  reduce  the  number  of 
under-used  facilities  and  use  the  re- 
maining ones  often  enough,  then  doc- 
tors and  staff  get  sufficient  training  to 

become  effective.  This  would  not 
only  cut  costs  but  would  improve 
quality.  I  think  the  two  can  go  side  by 
side. 

DR.  LESHER:  Probably  another 
example  is  the  second  opinion. 

DR.  SAMMONS:  Second  opinion 
programs  will  increase  costs,  arid  they 
focus  only  on  the  patient  who  is  told 
he  needs  surgery.  Until  you  also  start 
watching  the  patient  who  is  originally 
told  surgery  is  unnecessary,  you 
won't  be  able  to  tell  anything.  And 
you  should  understand  that  both  doc- 
tors who  offer  opinions  have  exactly 
the  same  chance  of  being  wrong. 

DR.  LESHER:  Are  we  going  to 
see  a  great  shift  to  more  ambulatory 
care  as  opposed  to  bed  care? 

DR.  SAMMONS:  Yes,  and  it  is 
going  to  cost  money  because  you  will 
have  to  build  additional  ambulatory 
care  facilities.  In  the  short  run,  the 
savings  may  not  be  as  clearly  visible 
as  it  will  be  in  the  long  run  because  it 
will  take  hundreds  of  millions  to  build 
needed  ambulatory  care  facilities. 

REPRESENTATIVE  ROGERS:  I 

think  this  is  also  going  to  bring  about 
some  programs  of  better  health 
education — programs  that  will  teach 
us  how  to  take  better  care  of  our- 
selves. This  is  perhaps  one  of  the  best 
things  we  could  do  for  the  American 
public.  We  simply  have  not  done  a 
very  good  job. 

DR.  LESHER:  We  all  have  to  un- 
derstand that  one  way  or  another  we 
are  going  to  have  to  pay  for  it,  too. 

DR.  SAMMONS:  Oh,  absolutely. 

DR.  LESHER:  A  lot  of  people  are 
deceiving  themselves  that  their  health 
care  is  paid  by  the  Government  or  by 
an  insurance  program,  but  in  the  last 
analysis  we  pay  for  it.  I  think  there  is 


Rep.  Paul  G.  Rogers 


a  little  bit  of  the  rip-off  syndrome  in 
health  care  today — rip  off  the  Gov- 
ernment or  the  insurance  company 
because  they  can  afford  it.  We  have 
to  get  that  message  across  that  each  of 
us  is  going  to  end  up  paying  for  it. 

DR.  SAMMONS:  Government  and 
insurance  is  us. 

MR.  McMAHON:  In  the  1960s 
Congress  wanted  the  doctors  and  the 
hospitals  to  provide  more  care  for  the 
elderly  and  the  indigent.  Business 
wanted  to  provide  more  insurance  for 
its  employees.  People  wanted  more 
and  better  care.  And  the  hospitals  and 
the  doctors  responded  to  that. 

Now  all  of  a  sudden  the  message  is 
changing.  Instead  of  more  care  and 
better  care  for  more  people,  there 
seems  to  be  a  feeling  that  we  have 
moved  too  fast  and  that  we  should 
begin  to  cut  back. 

Government  and  business  will  have 
to  understand  the  implications  in 
terms  of  health  care  if  now  we  do  not 
want  to  move  as  rapidly.  And  a  volun- 
tary effort  to  contain  costs,  where 
everyone  works  together,  is  a  much 
better  way  to  proceed  than  just  to 
single  out  the  hospitals  for  a  cost  con- 
tainment program — that  may  just  shift 
costs  to  another  part  of  the  system. 


REPRESENTATIVE  ROGERS: 

We  are  not  really  trying  to  do  that,  we 
are  trying  to  provide  care  in  the  most 
economical  manner.  I  think  this  can 
be  done  because  we  have  examples  of 
it. 

In  our  proposal  we  allow  the  states 
to  do  this.  We  are  encouraging  the 
states  to  follow  the  example  of  Wash- 
ington State  and  Maryland,  where 
they  are  getting  individual  hospitals  to 
examine  their  budgets  and  look  for 
places  to  lower  costs.  I  am  very  en- 
couraged by  the  results. 

MR.  ONEK:  Our  goal  is  not  to  cut 
back.  I  think  our  goal  is  better  care 
for  more  people,  but  it  is  very  dif- 
ficult to  achieve  that  goal  when  costs 
are  going  up  at  the  present  rate.  We 
have  got  to  have  a  more  efficient  sys- 
tem and  a  more  cost-conscious 
system. 

MR.  McMAHON:  Yes  Two 

thirds  of  the  hospitals  say  they  would 
have  to  reduce  services  if  they  have  to 
live  with  a  nine-percent  ceiling  on 
annual  cost  increases.  The  doctors 
also  understand  this. 

DR.  SAMMONS:  You  can't  have 
it  both  ways.  If  you  want  more  care 
for  more  people,  then  you  can't  put  a 
limit  on  total  income. 

MR.  ONEK:  There  are  substantial 
inefficiencies  in  hospitals  today — in 
the  entire  health  care  system — and  we 
can  reduce  them. 

REPRESENTATIVE  ROGERS: 

Oh,  there  is  no  question  but  that  we 
can  reduce  costs. 

DR.  SAMMONS:  There  are  sub- 
stantial inefficiences  everywhere,  but 
we  are  the  victims  of  our  own 
success. 

DR.  LESHER:  On  that  note,  gen- 
tlemen, we  are  going  to  have  to  close. 
It  has  been  a  great  honor  to  have  four 
such  outstanding  authorities  with  us 
to  explain  this  subject.  Thank  you 


Progress 
in  the 
Review  of 
Medical  Care. 


by  Don  Kent 

The  nationwide  program  by  which 
groups  of  physicians  review  the  work 
of  their  colleagues  to  ensure  high 
quality  care,  while  minimizing  un- 
necessary costs,  will  soon  be  fully 
implemented  throughout  the  country. 
Although  conceding  some  problems 
in  the  initial  start-up  phase  of  the  Pro- 
fessional Standards  Review  Organiza- 
tions program,  administrators  are  con- 
fident the  review  system  is  proving  its 
worth. 

Just  how  well  have  the  140,000 
physicians  who  have  joined  in  this  re- 
view effort  scored? 

An  HEW  study*  which  examined 
the  program  during  its  early  develop- 
ment phase,  showed  hospital  lengths 
of  stay  for  Medicare  patients  dropped 
more  sharply  in  hospitals  monitored 
by  PSROs  than  in  comparable  hospi- 
tals which  were  not  monitored.  Long 
stays  for  both  Medicare  and  Medicaid 
patients  also  declined. 

Other  findings  of  the  study  show 
Medicaid  patients  were  hospitalized 
longer  in  PSRO-monitored  facilities 
than  in  other  facilities,  but  these  pa- 
tients generally  had  more  severe  ill- 
ness. When  averaging  the  findings 
from  the  18  PSROs  studied,  monitor- 
ing does  not  seem  to  significantly  re- 
duce hospital  use  for  Medicare  and( 
Medicaid  patients.  However,  some  of 
these  PSROs  scored  extremely  we, 

Proponents  of  PSROs  point  out  1 
the  HEW  study  was  based  on  ll. 
figures  when  the  program  was  j 
getting  under  way.  At  that  time  ot 
about  17  percent  of  acute-care  hos] 
tals  in  the  U.S.  were  being  mot 

*A  study  conducted  by  the  Office  of  Pla 
ning.  Evaluation  and  Legislation  of  HEW 
Health  Services  Administration. 

Don  Kent  is  a  regular  contribute 
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tored,  compared  with  about  40  now 
monitored.  The  study  also  indicated 
that  hospitals  monitored  by  PSROs 
treat  patients  with  more  severe  prob- 
lems than  those  not  monitored,  imply- 
ing that  PSRO  review  results  in  a 
more  efficient  use  of  hospital  beds. 

Some  examples  of  striking  changes 
in  physicians'  use  of  hospitals  after 
PSRO  monitoring  began: 

•  In  San  Francisco,  average 
lengths  of  stay  in  city  hospitals 
dropped  by  more  than  a  day. 

•  The  Washington,  D.C.,  PSRO 
reports  saving  more  than  $3  million  in 
1976  by  denying  payments  for  un- 
necessary hospital  services. 

•  The  New  York  County  Health 
Services  Review  Organization  noted  a 
sudden,  dramatic  decline  in  tonsillec- 
tomies and  adenoidectomies  at  a  hos- 
pital when  it  came  under  review.  The 
rate  for  the  two  procedures  at  other 


area  hospitals  which  did  not  come 
under  review  remained  the  same. 

Generally,  there  has  been  a  seven- 
percent  reduction  in  Medicaid  admis- 
sions for  problems  which  do  not 
necessarily  require  hospitalization. 

To  critics  of  the  PSRO  program, 
HEW  Under  Secretary  Hale  Cham- 
pion responds:  "We  should  be  sensi- 
tive to  the  youth  of  this  program  and 
to  the  frailties  of  any  organization  in 
its  early  stages.  To  date,  no  one  has 
argued  against  having  an  effective 
peer  review  system.  Most  agree  that 
such  a  mechanism  is  necessary  and 
that  physicians  must  participate. 
Surely  many  changes  will  be  needed 
as  the  PSRO  program  moves  along 
and  we  learn  more." 

Before  the  end  of  1978,  the  last 
empty  squares  on  the  PSRO  map — 
four  areas  where  no  groups  of  physi- 
cians  have  stepped  forward  to 


monitor — will  be  filled.  But  even 
after  all  areas  of  the  country  are  cov- 
ered, it  is  expected  to  be  several  years 
before  each  PSRO  is  performing  the 
three  types  of  reviews  they  have  been 
designated  to  handle. 

The  first  responsibility  of  a  new 
PSRO  is  to  review  acute-care  hos- 
pitalization. That  under  control,  the 
PSRO  expands  its  review  to  include 
nursing  homes  and  other  long-term 
care  facilities,  and  eventually  am- 
bulatory care.  A  few  PSROs  are  just 
beginning  to  review  long-term-care 
facilities. 

Acute-care  review 

Acute-care  hospitals  are  where 
most  Medicare  dollars  and  a  sizeable 
part  of  Medicaid  funds  are  spent.. The 
PSRO  review  normally  begins  with  an 
examination  of  each  patient's  admis- 
sion jacket  to  determine  whether  hos- 
pitalization is  necessary.  If  the  admis- 
sion is  judged  necessary,  a  notation  is 
made  of  the  expected  length  of  stay, 
using  regional  or  local  norms  for  pa- 
tients of  the  same  diagnosis  and  age. 
Medicaid  and  Medicare  payments  end 
at  that  time,  unless  an  extension  is 
approved. 

Review  coordinators,  usually 
nurses,  specially  trained  by  PSROs 
review  patient  records.  When  a  re- 
viewer finds  a  questionable  admission 
or  length  of  stay,  she  points  it  out  to  a 
PSRO  physician,  who  determines 
whether  or  not  it  is  justified.  The  at- 
tending physician  is  given  an  oppor- 
tunity to  explain  his  decisions,  but  if 
it  cannot  be  justified,  reimbursement 
is  denied. 

PSRO  reviewers  monitor  a  wide  va- 
riety of  activities,  including  the  time 
it  takes  to  complete  tests  and  consul- 
tations with  other  physicians.  An 
example:  until  the  Flint,  Michigan, 
PSRO  began  operation,  consulting 
physicians  sometimes  arrived  several 
days  after  being  called.  Now  any 
delay  of  more  than  24  hours  between 
the  time  a  consulting  physician  is 
called  and  his  arrival  is  investigated. 

Another  method  of  keeping  the 
length  of  hospitalization  down  is  ad- 
vance planning  for  recuperative  care. 
PSROs  encourage  physicians  to  plan 
much  earlier  for  their  patients'  dis- 
charge which  gives  social  service 
counselors  more  time  to  make  such 


arrangements  as  securing  a  home 
health  service  or  space  in  a  nursing 
home. 

The  quality  of  care  is  continually 
assessed  by  PSROs  through  the  per- 
formance of  Medical  Care  Evaluation 
Studies.  These  retrospective  medical 
audits  are  being  performed  in  the 
majority  of  conditional  PSROs. 

As  of  the  end  of  fiscal  year  1976, 
there  were  about  3,000  reported 
audits  performed  by  PSROs  and  their 
delegated  hospitals.  Now,  however, 
10,000  of  these  medical  audits  are 
being  reported  to  the  Health  Stand- 
ards and  Quality  Bureau.  The  purpose 
of  these  physician-sponsored  studies 
is  to  evaluate  the  quality  of  care  being 
delivered  in  acute  care  hospitals 
across  the  country.  Where  deficien- 
cies in  the  quality  of  care  are  being 
identified,  physicians  are  taking  ac- 
tion to  remedy  these  problem  areas. 

A  recent  evaluation  of  the  effec- 
tiveness of  the  audits  by  HSQB  re- 
vealed that  virtually  all  audits  identify 
at  least  one  major  problem  area.  Fur- 
ther, it  was  shown  that  68  percent  of 
medical  care  deficiencies  identified 
were  being  corrected  by  the  time 
follow-up  audits  were  made  in  similar 
groups  of  patients. 

Another  component  of  the  PSRO 
review  system  is  profile  analysis.  Pro- 
files display  the  patterns  of  hospital 
use  and  patterns  in  the  quality  of  care 
which  can  be  compared  between  simi- 
lar institutions,  between  similar  prac- 
titioners and  between  similar  groups 
of  patients. 

Where  there  are  obvious  deviations 
in  utilization,  concurrent  review  can 
be  focused  on  that  institution,  prac- 
titioner, or  group  of  patients.  Where 
there  are  obvious  deviations  in  the 
quality  of  care,  audits  can  be  per- 
formed on  care  delivered  in  that  in- 
stitution by  that  practitioner  to  that 
group  of  patients.  Profile  analysis  is 
contingent  upon  establishing  the 
necessary  data  system,  and  these  sys- 
tems are  well  along  the  road  to  opera- 
tion in  about  90  of  the  120  conditional 
PSROs. 

Long-term  care  review 

About  40  PSROs  have  begun 
monitoring  long-term  care  in  nursing 
homes  that  are  certified  by  Medicaid 
and  Medicare.  Nurses,  nursing  home 


administrators  and  other  health  care 
practitioners  act  as  consultants  to 
physicians  performing  the  reviews. 

Each  PSRO  designs  its  own  review 
system  or  adopts  HEW's  model  sys- 
tem. A  satisfactory  record  of  long- 
term  care  review  as  well  as  hospital 
review  is  required  by  HEW  before  a 
PSRO  can  progress  from  a  conditional 
to  a  fully  designated  status. 

Ambulatory  care  review 

Within  two  years  of  becoming  fully 
designated,  PSROs  are  required  to  re- 
view the  ambulatory  care  provided  in 
out-patient  clinics  and  physicians'  of- 
fices, as  well  as  care  in  shared  health 
facilities,  sometimes  known  as 
Medicaid  mills.  HEW  must  certify 
that  the  PSRO  is  capable  of  perform- 
ing such  reviews  within  two  years  of 
becoming  fully  approved,  although  a 
PSRO  may  request  permission  to  per- 
form the  reviews  earlier.  Some  five 
pilot  projects  on  ambulatory  review 
have  given  HCFA  approval  to  conduct 
this  type  of  review. 

Milestones  ahead 

•  PSROs  will  cover  every  area  of 
the  country.  If  groups  of  physicians 
do  not  elect  to  form  PSROs,  HEW 
can  authorize  alternate  arrangements 
for  review  by  non-physicians.  This 
authority  became  effective  on  January 
1,  1978. 

•  HEW  will  establish  criteria  for 
75  percent  of  the  most  common  surgi- 
cal procedures.  By  February,  the 
criteria  for  the  10  most  common  sur- 
gical procedures  are  expected  to  be 
set.  PSROs  will  be  monitored  on  how 
well  they  are  reviewing  unnecessary 
surgery. 

•  More  PSROs  will  be  doing 
long-term  care  review. 

•  More  PSROs  will  be  intensively 
reviewing  ancillary  services. 

In  the  first  few  years  of  develop- 
ment, says  Under  Secretary  Cham- 
pion, the  PSRO  program  did  not  re- 
ceive the  commitment  it  needed  to 
succeed.  He  clearly  plans  to  change 
that.  Mr.  Champion  recently  told  a 
congressional  committee:  "We  will 
use  whatever  information  we  receive 
to  make  changes  in  the  program,  to 
shift  emphasis,  to  alter  working  ar- 
rangements. We  will  acknowledge 
mistakes,  but  we  will  persevere."  ■ 


How  Texas  Makes  EPSDT  Work. 

Aggressive  outreach  and  follow-up  efforts 
are  keys  to  effective  state  program. 


by  John  C.Miller 


This  is  the  first  in  a  series  of  arti- 
cles about  successful  techniques  used 
by  states  in  operating  their  EPSDT 
programs. 

The  wide  open  spaces  of  Texas 
offer  an  extra  challenge  to  those 
operating  the  state's  Early  and 
Periodic  Screening,  Diagnosis  and 
Treatment  program.  Much  of  the  ef- 
fort and  a  healthy  slice  of  the  pro- 
gram's $20.6  million  annual  budget  is 
spent  on  finding  and  treating  children 
in  sparsely  populated  areas. 

"It's  no  trick  to  meet  a  goal  of 
screening  100,000  children  a  year,  if 
you  concentrate  your  efforts  in  areas 


of  high  population  and  forget  the 
children  in  the  hard-to-reach,  thinly- 
populated  areas,  "says  Ray  Kruger, 
director  of  program  evaluation,  Medi- 
cal Services  Specialities,  Texas  De- 
partment of  Human  Resources.  "But 
our  objective  is  to  bring  equal  serv- 
ices to  all,  so  the  task  becomes  sub- 
stantially more  difficult." 

To  achieve  this  objective,  social 
service  workers  crisscross  the  Texas 
backcountry  seeking  out  children  who 
are  eligible  for  the  program.  In  the 
early  days  of  EPSDT,  children  in  out- 
lying areas  would  have  to  be  driven 
many  miles  to  an  examination  site  and 
take  other  time-consuming  trips  for 


treatment.  Today,  however,  those 
services  are  brought  to  the  children  by 
mobile  medical  and  dental  teams. 

A  recent  HEW-sponsored  study 
found  that  nearly  79.6  percent  of 
children  who  were  examined  and 
found  to  have  a  problem,  received 
treatment.  The  study  concluded  that 
an  80  percent  treatment  factor  is  indi- 
cative of  a  mature  and  effective  pro- 
gram. 

At  any  time,  there  are  an  estimated 
250,000  children  in  Texas  eligible  for 
the  EPSDT  program.  During  the  last 
fiscal  year  the  state's  goal  was  to 
examine  about  127,000  children  and 
render  the  necessary  treatment.  Ac- 


cording  to  the  state's  medical  exam- 
ination plan,  children  six  and  under 
receive  examinations  annually;  older 
children  are  examined  every  three 
years.  The  state's  dental  examination 
plan  calls  for  examinations  every 
three  years.  But  in  actual  practice, 
medical  and  dental  examinations  are 
given  annually,  if  requested. 

Organizational  structure 

From  the  beginning,  Texas  split  its 
EPSDT  functions  between  the  De- 
partment of  Human  Resources  and  the 
Department  of  Health.  The  theory:  let 
each  organization  contribute  to  the 
program  what  it  does  best.  Therefore, 
the  responsibility  for  examining  and 
treating  the  children  was  subcon- 
tracted to  the  Department  of  Health, 
while  the  Department  of  Human  Re- 
sources retained  direct  responsibility 
for  finding  children  to  examine,  guid- 
ing them  through  the  examination  and 
treatment  process,  and  following  their 
progress  until  eligibility  terminates. 

The  first  step  in  organizing  a  deliv- 
ery system  was  to  determine  which 


city  and  county  health  agencies  would 
offer  examination  and  treatment  serv- 
ices for  their  areas.  In  areas  where 
these  agencies  already  operate  at 
capacity,  the  Department  of  Health 
enlisted  non-profit  organizations  that 
had  good  reputations  as  health  care 
providers.  For  those  areas  which 
could  not  be  covered  under  either 
method,  the  department  decided  to 
provide  services  via  mobile  medical 
and  dental  teams. 

There  are  485  examination  sites  in 
the  state,  many  of  which  are  served 
by  16  medical  teams  and  four  dental 
teams.  The  teams  cover  about  half  the 
counties  that  contain  10  percent  of  the 
children  eligible  for  the  program. 
Converted  recreational  vans  serve  as 
mobile  dental  offices.  Two  vans  are 
outfitted  with  two  chairs  each;  the 
other  two  have  one  chair.  The  vans, 
which  cost  about  $75,000  each,  are 
on  the  road  five  days  a  week. 

The  Department  of  Human  Re- 
sources divided  the  state  into  12  re- 
gions containing  between  12  and  32 
counties.  Funds  are  allocated  to  each 


region  according  to  the  number  of 
children  eligible  for  the  program. 

Unlike  many  states,  each  Texas  re- 
gion has  a  full-time  EPSDT  coor- 
dinator. "We  felt  that  appointing  a 
full-time  person  to  handle  the  pro- 
gram was  essential,"  said  Mr. 
Kruger,  "because  when  a  person  is 
faced  with  several  duties,  such  as 
child  abuse  and  preventive  health,  in- 
tervening in  a  crisis  will  logically  take 
precedence.  If  that  choice  has  to  be 
made  frequently,  the  EPSDT  program 
could  be  substantially  retarded. 

"Before  regional  coordinators  were 
appointed,  we  had  a  great  deal  of  dif- 
ficulty in  communicating  with  the  re- 
gions. In  one  region,  we  might  be 
dealing  with  the  administrator  of  that 
region;  in  another  it  might  be  the  di- 
rector of  social  services.  Just  keeping 
track  of  who  was  doing  what  was  a 
problem." 

Outreach  efforts 

Texas  allocates  a  quarter  of  its 
funds  to  finding  children  who  are  eli- 
gible for  the  EPSDT  program  and 


guiding  them  through  it.  "We  feel 
that  we  can  have  the  best  health  care 
program  in  the  world,  but  if  we  can't 
bring  the  people  and  the  services  to- 
gether it  is  to  no  avail,"  says  Mr. 
Kruger.  "We  employ  about  350  per- 
sons statewide,  not  including  super- 
visory and  support  staff,  who  handle 
this  aspect  of  the  program.  Some  are 
specialized;  others  are  generic  work- 
ers who  also  handle  problems  in  other 
areas." 

When  a  family  applies  for  Aid  to 
Families  with  Dependent  Children, 
the  caseworker  fills  out  a  form  verify- 
ing eligibility,  with  a  copy  to  the  De- 
partment of  Human  Resources.  Dur- 
ing the  interview,  the  parent  receives 
a  pamphlet  outlining  the  health  care 
services  provided  and  an  explanation 
of  their  value.  Pamphlets  are  printed 
in  English  and  Spanish. 


A  family's  first  contact  with  the 
Department  of  Human  Resources  is 
usually  a  letter  explaining  the  pro- 
gram, followed  by  a  visit  or  telephone 
call  from  the  caseworker.  Public  serv- 
ice announcements  about  EPSDT  are 
aired  on  radio  and  television,  and  in- 
formation is  provided  through  such 
organizations  as  Head  Start.  In  addi- 
tion, families  enrolled  in  the  AFDC 
program  receive  periodic  notices 
about  EPSDT. 

It  is  not  uncommon  for  a 
caseworker  to  make  several  visits  to 
the  home  before  an  appointment  can 
be  made  for  an  examination.  If  a 
problem  is  found  during  the  examina- 
tion, the  mother  of  the  child  and  the 
caseworker  receive  a  detailed  expla- 
nation of  the  necessity  for  a  confirm- 
ing diagnosis  or  treatment.  It  takes  an 
average  of  five  contacts  to  guide  a 


child  from  examination  through 
treatment. 

Basic  to  the  delivery  of  services  is 
a  transportation  system  for  the  chil- 
dren. Since  transportation  problems 
are  different  in  the  various  regions, 
and  often  within  the  same  region,  this 
activity  is  administered  at  the  regional 
level. 

Experience  shows  that  a  transporta- 
tion system  operated  by  a  community 
agency  normally  is  more  effective 
than  a  new  one.  If  a  community 
agency  cannot  handle  the  job,  the 
regional  coordinator  tries  local  non- 
profit organizations.  In  some  cases, 
taxi  companies  provide  transporta- 
tion. 

Sophisticated  case  management 

Case  management  begins  when  the 
caseworker  fills  out  a  form  document- 
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ing  the  initiation  of  outreach  efforts. 
A  copy  of  the  outreach  form  is  sent  to 
the  data  processing  office  in  Austin, 
where  the  information  is  keypunched 
into  a  computer.  The  entry  gives  the 
date  of  contact  with  the  family  and 
documents  whether  or  not  the  offer  of 
medical  and  dental  examination  was 
accepted. 

If  examination  or  treatment  is  re- 
fused, the  caseworker  is  required  to 
have  a  second  face-to-face  meeting 
with  the  child's  parent  in  an  effort  to 
convince  her  of  the  benefit  of  the 
service.  The  result  is  entered  in  the 
computer  file.  Often  the  caseworker 
makes  several  further  attempts  to 
bring  the  child  into  the  program.  In 
any  case,  EPSDT  services  are  offered 
annually  until  the  child's  eligibility 
terminates. 

Monthly  printouts  of  cases  are  sent 
to  the  regional  offices  so  caseworkers 
can  track  the  progress  of  each  child. 
The  printouts  also  permit  supervisors 
at  any  level  to  monitor  a  caseworker's 
progress. 

After  a  child  is  examined,  the 
caseworker  records  the  results.  If  a 
problem  was  found,  additional  infor- 
mation is  listed,  including  the  type  of 
problem,  to  whom  the  child  was  re- 
ferred and  the  date  of  referral .  A  copy 
of  this  and  all  further  actions  in  the 
case  is  sent  to  the  data  processing 


center  to  update  the  case.  A  computer 
entry  is  also  made  if  treatment  is  re- 
fused, when  treatment  is  concluded  or 
when  eligibility  is  terminated. 

In  addition,  each  caseworker  main- 
tains a  complete  file  for  each  child. 
Caseworkers  are  notified  a  month  be- 
fore children  are  due  for  re- 
examination. 

An  essential  part  of  case  manage- 
ment is  the  set  of  forms  that  are  used 
to  record  and  transmit  information 
about  cases.  Since  the  state  had  no 
similar  program  for  children  until 
1972,  each  form  had  to  be  developed 
from  scratch. 

To  streamline  the  paperwork  proc- 
ess, each  form  that  collects  informa- 
tion which  will  eventually  be  trans- 
ferred to  the  computer  has  a  copy 
which  serves  as  the  computer  input 
form. 

Since  it  is  difficult  for  a  single 
form  to  serve  two  purposes,  each  was 
field  tested  before  being  put  into  gen- 
eral use.  Testing  showed,  for  exam- 
ple, that  data  boxes  placed  on  the 
right  side  of  the  form  tended  to  slow 
down  the  keypunching  operation,  so 
they  were  transposed  to  the  left  side. 

To  more  accurately  account  for 
caseworkers'  time,  the  form  was  ex- 
panded to  include  the  number  of  times 
caseworkers  attempted  to  contact 
families,  in  addition  to  the  number  of 


contacts  actually  made. 

The  providers 

Examinations  are  performed  by  reg- 
istered nurses,  who  present  their  find- 
ings to  a  physician  for  evaluation. 
Even  if  a  child  has  no  apparent  dental 
problems,  he  is  referred  to  a  dentist  if 
he  has  not  been  checked  within  a 
year. 

Medical  examinations  are  reim- 
bursed through  the  state's  health  in- 
surance contract.  Reimbursement  for 
treatment  is  based  on  the  customary 
and  reasonable  fees  established  for 
the  entire  Medicaid  program.  About 
7,500  of  the  23,000  physicians  enrol- 
led in  the  program  participate  in  the 
program.  Of  the  1,950  dentists  who 
have  contracts  to  examine  and  treat 
children  in  the  program,  about  1,250 
are  active  participants. 

The  success  of  the  EPSDT  program 
in  Texas  is  not  due  so  much  to  start- 
ling innovation  as  to  the  coordination 
of  the  various  segments  of  the  pro- 
gram. "Most  states  have  the  same 
fundamental  program  that  Texas 
has,"  says  Mr.  Kruger.  "Our  pro- 
gram differs  in  that  we  have  tried  to 
bring  a  balance  to  and  an  effective  in- 
teraction among  the  various  elements 
of  outreach,  follow-up,  case  man- 
agement and  the  delivery  system 
itself."  ■ 


By  the  time  she  can  have  a  baby  of 
her  own,  will  she  be  able  to  afford  to? 


Hospital  and  doctor  costs  for 
having  a  bjbv  have  nscn  from  a  national 
average  of  S425  in  1967  10  nearly 
SI.I50  today. 

Unless  something  is  done  about  it, 
people  may  sec  a  S3.400  bill  when  they 
have  a  baby  in  1997. 

You  couldn't  afford  lhat.  Neither 
could  we, 

That's  why  Blue  Cross  and  Blue 
Shield  Plans,  working  with  doctors  and 
hospitals  across  the  country,  have  intro- 
duced a  number  of  programs  designed 
to  help  slow  down  dramatically  rising 
health  care  costs. 

What  we  are  doing  to  bold 
down  rising  health  care  costs. 

Many  Blue  Cross  and  Blue  Shield 
Plans  have  programs  thai  allow  quali- 
fied patients  to  be  discharged  from  the 
hospital  sooner.  The  hospital  provides 
whatever  medical  services  they  need  a! 
home.  At  a  cost  far  lower  than  that  of  an 
extra  day— or  days— in  the  hospital. 

Under  another  new  program, 
some  surgical  patients  scheduled  for  a 
hospital  stay  can  have  their  lab  and 

Vm;  ii'.-l-  ,i  ,  ':i[f„'i!i.-n(>  Ins'i-vt 

of  spending  a  S 1 30  day  in  the  hospital 
waiting  for  test  results,  the  patient  can 
return  home  or  even  go  back  to  work 
until  the  results  are  in. 

A  third  cost-cutting  program  in 
many  areas  is  encouraging  certain 
kinds  of  surgery  to  be  performed  on 
an  "in  by  nine,  out  by  five"  basis.  By 
getting  the  patient  back  home  the  same 
day,  it's  easier  on  him.  And  on  his 
pocket  book.  too. 

tte're  also  working  with  doctors' 

medical  procedure  and  tests  provided 
are  really  needed.  It's  a  cooperative 


ingv 


ear.  And  we're  also  work- 
up planning  agencies  to 
e  only  needed  services  are 


available 

All  of  these  arc  Steps  that  can 
help  hold  down  rising  health  care  costs. 
Whether  or  not  they  will  depends  on  the 
cooperation  of  each  and  every  one  of  us. 

What  you  eando  to  help. 

The  closer  you  watch  every  health 
care  dollar,  the  less  increase  you  may 
have  in  the  rates  you  pay  for  health  cov- 
erage Ask  for— and  use  — the  kind  of 
cost-cutting  programs  we've  described 

Because  only  If  doctors  and  hos- 
pitals realize  lhat  you  are  as  vitally 
concerned  as  we  arc— and  they  are- 
will  these  programs  be  offered  and  used 
on  a  widespread  basis. 

You  can  also  join  the  more  than 
90  million  people  who  subscribe  to 
not-for-profit  Blue  Cross  and  Blue 
Shield  Plans  We  annually  return  over 
ninety  cents  of  every  dollar  paid  in 
for  trie  health  cart-  of  our  members,  and 
never  cancel  a  single  person  because  of 
a  poor  health  record. 

If  you'd  like  to  know  more  about 
what  we're  doing  to  hold  down  costs, 
and  what  vou  can  do  to  help,  write 
&.*  SOO*.  Chicugu  If.  oOhrtO  for  our  free 
booklet.   How  All  of  Us  Can  Help  Each 
of  Us  Hold  Down  Health  Care  Costs',' 

Together,  we  can  keep  a  baby's 
million  dollar  smile  from  turning  into  a 
bill  just  as  big. 

IBM  Blue  Cross- 


All  of  us  helping  each  of  us. 


WE  MUST  ALL  WORK 
TOGETHER  TO  CARE  FOR  THE 
HEALTH  OF  EVERY  AMERICAN. 


The  nations  life  and  health  insurance 
companies  know  that  no  one  segment  of 
society  can  do  the  job  alone.  Only  ihnmgr 
the  concerted,  cooperative  efforts  of  the 
hoNpiiitl  and  medical  professions,  the 


whole 
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Medicaid  patients. 

T»  Fomct  competition  in  the  he 
lield  t.i  help  the  development  of  better 
systems  for  the  delivery  of  can;. 
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The  impersonal  future?  That's  not  our  way  of  doing  busi 


WHY  CONNECTICUT 
IS  A  GOOD  STATE  TO  GET 
SICK  IN. 

A  couple  of  years  at;o,  the  nsc  in  Connecticut's  hospital 
costs  was  running  ilong  at  the  national  average. 

Today,  its  agnificantly  below  the  national  average. 

B;  ' .  No.  people  in  Con- 

nectiair  didn  t  stop  getting 
V  sick.  Nor  did  hospitals  start 
■  !     giving  away  services  or  re- 

that  Connecticut  instituted 
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% hospital  costs. 
?-«  The  facts  sht 

■  working. 

Over  S50.000.000 
e  been  saved"  since  1973. 
At  the  same  time 


that 


1  slowing,  Connecticut 
patients  saw  no  loss  of  ser- 
vices or  their  own  freedom  in  choosing  a  particular  hospital  or  clinic. 

Maryland  and  Massachusetts  nave  seen  encouraging  results 
doing  what  Connecticut  did. 

Perhaps  you'd  like  some  more  detailed  information  on 
Connecticut's  experience.  Just  write  our  Office  of  Consumer  Infor- 
mation, One  Tower  Square,  Hartford.  Conn.  06115.  Or  dial,  toll- 
free,  800-243-019L  In  Connecticut,  call  collect,  277-6565. 

By  keeping  hospital  costs  a  little  more  in  line,  you  know, 
the  people  in  Connecticut  have  made  thci 
state  a  pretty  nice  place  to  get  well  in,  too 


THE  TRAVELERS 


w$1500  for  evei^thing 
and  that's  my  final  offei 

How  absurd  it  sounds— a  consumer  of  medical  can 
actually  concerned  about  the  price! 

But  while  he  may  be  greeted  with  amazement 
hospital  staff,  it  isnt  really  Ik  who's  amazing— it's  the 


HOW  COME  MEMORIAL^ 
HOSPITAL  HAS  AN  ISOTOPE-  \ 
TRIGGERED  VIR0-CALCULAT0R/ 
AND  WE  PONT) 


Alas,  hospitals  are 
only  human. 

They've  goi  to  keep  up  with  the  Joneses. 

For  the  hospital  board,  it  must  seem  a  simple  logic  of 
survival.  Beds  are  filled  by  patients.  Patients  are  provided  by 
physicians.  Physicians,  understandably,  are  attracted  by  the 
latest  equipment 

But  for  us  who  pay  the  bills,  that  logic  costs  dearly. 


Unnecessary  duplication  of  expensive  technology  is 
fueling  a  rampant  inflation.  The  hospital  bill — and  the  health 
insurance  which  pays  it— is  now  one  of  the  fastest-rising 
costs  in  our  whole  economy. 

Can  we  slow  it  down?  /Etna  believes  so.  If  doctors 
were  to  assign  patients  to  any  of  several  hospitals  nearby, 
expensive  equipment  could  be  shared.  Specialized  facilities, 
staff,  even  beds  would  be  more  efficiently  used. 

Establishing  state  commissions  to  set  limits  on  hospi- 
tal expenditures  could  help.  too.  In  Maryland  and  Connec- 
ticut, such  commissions  have  been  at  work  since  1974. 
They've  lopped  some  big  numbers  off  hospital  budgets; 
without  reducing  the  quality  of  care. 

And  /Etna  is  encouraging  local  medical  societies  to 
monitor  doctors'  use  of  hospitals.  Was  the  length  of  stay 
appropriate?  Was  admission  necessary  in  the  first  place?'  If 
all  of  us  involved  continue  to  raise  such  questions,  insurance 
costs  can  be  controlled.  Don't  underestimate  your  own  in- 
fluence. Use  it,  as  we  are  trying  to  use  ours. 

nEtnaf  ■ 
wants  insurance  to  be  affordable 
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WHAT'S  REALLY  GETTING  HIGH  HERE 
IS  THE  COST  OF  HEALTH  CARE. 


no  much.  W«  

Ve  work  K»  hold.  And  hj(JJv 


ALL  OF  LS  HELPING  EACH  OF  I  S. 


us,  who've  been  buying  health  care  as  if  money  grew  on  trees. 

The  result  has  been  a  staggering  inflation  of  the  cost 
of  health  care  and  health  insurance. 

(In  1950,  for  example,  our  intrepid  bargainer's  hospital 
bill  would  have  run  about  $15  a  day.  Today,  itH  be  close  to 
$175  a  day!) 

/Etna  is  working  to  slow  that  inflation. 

V\feYe  going  back,  claim  in  hand,  to  doctors  whose 
charges  seem  out  of  line.  /Etna  did  that  half  a  million  times 
last  year— and  reduced  those  claims  by  an  average  of  $50 
eachi 

We're  advocating  more"same-day  surgeryj'Wre  push- 
ing "co-payment,"  where  the  actual  users  of  health  care  pay 
for  a  piece  of  it 

These  positions  do  not  always  make  /Fina  popular,  but 
they  do  help  make  health  insurance  affordable.  Insurance 
costs  con  be  controlled.  Dont  underestimate  your  own  influ- 
ence. Use  it,  as  we  are  trying  to  use  ours. 

iEtna 

wants  insurance  to  be  affordable. 


HELP  WANTED,  YOURS- 
BEFORE 1,700  UNNEEDED 
BEDS  ARE  MADE. 


Insurance  companies,  which  take 
the  brunt  of  complaints  each  time 
health  insurance  premiums  go  up,  are 
fighting  back.  A  number  have 
launched  advertising  campaigns  to  set 
the  record  straight  and  rally  consum- 
ers to  fight  escalating  costs. 

Several  insurance  companies  along 
with  Blue  Cross  and  Blue  Shield  are 
spending  more  than  $  6  million  on  na- 
tional advertising  campaigns  in  maga- 
zines, newspapers  and  network  televi- 
sion. The  advertising  is  slick,  hard- 
hitting and  to  the  point. 

An  ad  by  Aetna  Life  and  Casualty 
Company  shows  a  patient  springing 
up  from  an  operating  table  just  before 
surgery  to  bargain  with  the  shocked 
physicians  and  nurses.  Says  the  pa- 
tient: "$1,500  for  everything  .  .  .  and 
that's  my  final  offer!"  Other  Aetna 
ads  deal  with  such  esoteric  issues  as 
the  high  cost  and  under-use  of  high- 
technology  equipment  for  diagnosis 
and  the  setting  up  of  state  cost-control 
commissions  for  hospitals.  Through 
its  advertising,  Aetna  also  encourages 
consumers  to  ask  questions  about  the 
care  they  receive  and  join  in  influenc- 
ing public  policy. 

In  response  to  consumer  anguish 
over  continually  rising  insurance 
rates,  The  Travelers  Insurance  Com- 
panies decided  to  spotlight  the  causes 
of  insurance  rate  hikes  and  offer  ways 
to  combat  them.  An  ad  proclaims: 
"Connecticut  is  a  Good  State  to  Get 
Sick  In."  The  ad  goes  on  to  describe 
how  Connecticut's  Commission  on 
Hospital  Costs  has  succeeded  in  re- 
straining costs  and  recommends  that 
other  states  do  the  same.  Connecticut 
is  also  a  good  state  to  get  well  in,  the 
ad  points  out,  because  neither  quality 
care  nor  the  patient's  free  choice  of 
hospital  or  clinic  has  been  sacrificed. 

The  health  care  crisis  in  America  is 
the  focus  of  an  ad  campaign  by  the 
Health  Insurance  Institute  which  rep- 
resents 310  companies  writing  about 
85  percent  of  the  private  health  insur- 
ance in  the  United  States.  Its  ads  list 
nine  ways  to  contain  costs  and  im- 
prove the  health  care  system,  includ- 
ing providing  more  outpatient  care, 
developing  incentives  for  preventive 
care,  expanding  the  scope  of  Profes- 
sional Standards  Review  Organiza- 
tions to  monitor  the  necessity  for 
treatment  and  quality  care,  and  foster- 
ing competition  in  the  health  field. 

For  the  most  part,  advertising  mes- 


Campaigning 

To  Keep 

Healthcare 

Costs 
Down. 


by  Virginia  Douglas 
Assistant  Editor 


"Only  through  the  con- 
certed, cooperative  efforts 
of  the  hospital  and  medical 
professions,  the  consumer, 
insurers,  labor,  manage- 
ment, and  government  can 
we  contain  rising  medical 
costs  and  improve  the 
health  care  system  as  a 
whole. " 

The  Life  and  Health  Insurance 
Companies  of  America 


"The  hospital  bill— and  the 
health  insurance  which 
pays  it  — is  now  one  of  the 
fastest-rising  costs  in  our 
whole  economy. " 

Aetna  Life  &  Casualty 
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"We're  going  back,  claim 
in  hand,  to  doctors  whose 
charges  seem  out  of  line." 

Aetna  Life  &  Casualty 


"We  at  Blue  Cross  and 
Blue  Shield  are  trying  to 
•help  get  you  high  quality 
care  while  containing  costs. 
But  we  need  support." 

Blue  Cross  and  Blue  Shield 


"By  keeping  hospital  costs 
a  little  more  in  line,  you 
know,  the  people  in  Con- 
necticut have  made  their 
state  a  pretty  nice  place  to 
get  well  in,  too." 

The  Travelers  Insurance  Companies 


"Unless  something  is  done 
about  it,  people  may  see  a 
$3,400  bill  when  they  have 
a  baby  in  1997." 

Blue  Cross  and  Blue  Shield 


"If  we  all  take  better  care 
of  ourselves,  we're  going  to 
need  less  health  care.  And 
will  slow  down  the  rise  in 
health  care  costs." 

Blue  Cross  and  Blue  Shield 


sages  are  placed  in  high-circulation 
magazines — Time,  Newsweek,  Sports 
Illustrated  and  Readers'  Digest — 
plus  several  nationally-read  newspa- 
pers, such  as  The  New  York  Times 
and  The  Wall  Street  Journal. 
Travelers'  1977  ads  ran  in  17  national 
magazines  and  newspapers,  and  Aet- 
na's in  25  national  magazines  and 
newspapers. 

Blue  Cross  and  Blue  Shield,  with 
six  national  magazine  ads,  aim  not 
only  at  the  general  public,  but  at  deci- 
sion makers,  such  as  legislators, 
program  administrators  and  health 
professionals.  The  message:  cost 
containment. 

Current  Blue  Cross  and  Blue  Shield 
ads  zero  in  on  the  consumer  as  a 
cause  of  rising  health  care  costs.  One 
ad,  entitled,  "One  of  the  Reasons  the 
Cost  of  Health  Care  Is  In  Such  Bad 
Shape,"  bemoans  that,  "Most  of  us 
Americans  would  rather  be  spectators 
.  .  .  sitting  in  out  easy  chairs,  munch- 
ing non-nutritious  snacks,  smoking 
cigarettes  and  getting  as  little  exercise 
as  possible."  Such  behavior,  the  ad 
concludes,  costs  everyone  more  in 
higher  medical  expenses  and  insur- 
ance rates. 

Continuing  the  theme  of  preven- 
tion, another  ad  shows  a  group  of 
overweight  beer  drinkers  beside  a 
stack  of  beer  cans.  Blue  Cross 
thought  the  message  clear:  too  much 
alcohol  and  too  many  calories  can 
cause  health  problems.  Nevertheless, 
the  ad  drew  protests  from  a  national 
brewery. 

Local  Blue  Cross  and  Blue  Shield 
plans  often  take  a  more  forceful  ap- 
proach to  cost  containment  advertis- 
ing than  their  national  associations. 
An  example  is  an  ad  run  in  late  1977 
by  the  National  Capital  Area  Plans 
making  this  appeal:  "Help  Wanted. 
Yours.  Before  1,700  Unneeded  Beds 
are  Made."  Asserting  that  proposed 
hospital  construction  in  the  Washing- 
ton area  will  produce  some  1,700  ex- 
cess beds  by  1980,  the  plans  calls  for 
action  by  consumers. 

Readers  are  advised  to  keep  in- 
formed on  health  matters,  to  speak 
out  at  meetings  and  hearings  of  the 
local  health  planning  agencies,  and  to 
express  their  views  to  doctors,  hospi- 
tals and  elected  officials.  "Ask  tough 
questions  about  health  care,"  the  ad 


recommends,  "Or  you  can  just  lie 
there.  And  pay. " 

TV  and  radio  are  less  frequently 
used  to  talk  about  health  care  costs, 
probably  because  any  subject  that 
hints  of  controversy  may  call  forth 
requests  from  opponents  for  equal 
time,  under  the  fairness  doctrine  en- 
forced by  the  Federal  Communica- 
tions Commission.  However,  two 
30-second  commercials  placed  on 
network  television  by  Blue  Cross  and 
Blue  Shield  last  fall  pressed  the  theme 
of  prevention  of  illness  through  good 
health  practices.  Local  plans  are  en- 
couraged to  use  radio  spot  announce- 
ments prepared  by  the  national 
associations  and  to  sponsor  local 
campaigns. 

The  Blue  Cross  and  Blue  Shield 
Associations  budgeted  $2,550,000  for 
cost  containment  advertising  in 
1977-78  and  will  conduct  a  public 
opinion  survey  to  test  its  effective- 
ness. 

Aetna  expects  to  spend  $3  million 
and  Travelers  $600,000  for  its 
1977-78  cost  containment  ads. 

Generally,  response  to  "the  adver- 
tisements has  been  favorable.  To 
date,  about  1,500  readers  have  called 
the  telephone  number  listed  in  the 
Travelers'  ad  or  have  written  to  ask  for 
more  information.  Those  responding 
are  sent  the  Connecticut  Hospital 
Commission's  annual  report  describ- 
ing how  savings  were  effected. 
Travelers  justifies  the  cost  of  the  ads 
because  they  contribute  to  savings  for 
both  its  company  and  consumers. 

An  Aetna  survey  found  consumers 
have  a  keen  interest  in  rising  health 
care  costs.  The  survey  showed  unusu- 
ally high  readership  for  its  ads  com- 
pared with  the  average  for  insurance 
advertising,  despite  the  fairly  com- 
plex subject  matter.  Another  indica- 
tion of  effectiveness  came  from  pro- 
ponents of  legislation  for  establishing 
a  commission  on  hospital  rates  in 
Idaho.  The  group^asked  Aetna  to  run 
its  cost  containment  ads  in  their  state, 
which  was  done. 

But  not  all  readers  agreed  with  the 
views  presented  in  Aetna  ads.  Fully 
one-third  of  the  mail  response  was 
negative.  Much  of  the  disagreement 
came  from  physicians  and  hospital 
administrators,  who  felt  the  ads 
blamed  them  alone  for  rising  costs.  ■ 


Publications  and  Films 


Please  address  all  inquiries  and 
requests  for  publications  and  films  to 
the  addresses  in  the  listings.  Items  for 
review  should  be  sent  to  Theresa 
Williams  in  care  of  this  magazine. 

Topics  in  Health  Care  Financ- 
ing— Financial  Management  Under 
Third  Party  Reimbursement.  Wil- 
liam O.  Cleverley,  Dept.  P.  Aspen 
Systems  Corporation,  20010  Century 
Boulevard.  Germantown,  MD  20767. 
4  issues  $29.00. 

This  journal  gives  in-depth  infor- 
mation on  several  subspecialty  areas 
that  constitute  the  broad  field  of  fi- 
nancial management.  It  covers  such 
problems  as:  receivables,  leasing  al- 
ternatives, hospital  debt  management 
vs.  cost  reimbursement,  capital  budg- 
eting and  cash  flow  management. 

The  Limits  of  Health  Reform:  The 
Search  for  Realism,  Eli  Ginsberg. 
Basic  Books,  Publishers,  10  East  53rd 

f Street,  New 
York  10022, 
$10.00. 

By  expecting 
less,  Americans 
may  get  more 
from  their  health 
care  system, 
says  the  author. 
This  book  leads 
the  reader  through  the  process  of  at- 
tempted health  reform  during  the  past 
three  decades  in  an  effort  to  deepen 
understanding  of  what  we  ventured, 
where  we  succeeded,  where  we 
failed,  and  why.  Separate  sections 
deal  with  framework,  goals  and  pros- 
pects for  reform. 

Health  and  Happiness — The  Holis- 
tic Way  to  Complete  Wellness. 

Harold  H.  Bloomfield.  M.D.,  and 
Robert  Kory.  Simon  and  Schuster 
Building.  1230  Avenue  of  the 
Americas,  New  York  10020.  $9.95. 

This  book  offers  the  reader  a 
chance  to  take  charge  of  his  own 
health  and  well-being,  to  take  the 
simple  steps  that  can  achieve  a  state 
of  fitness,  maximum  resistance  to 
disease  and  fullest  enjoyment  of 
living. 

It  describes  how  to  conquer  chronic 
fatigue,  depression,  anxiety,  tension 


t^The 
Limits  of 
Health 
Reform 

The  Search  for  Real  ism 
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and  alcoholism,  and  offers  a  new  ap- 
proach to  reducing  stress. 

Stress  and  the  Art  of  Biofeedback. 

Barbara  B.  Brown.  Bantam  Books, 
'666  Fifth  Avenue.  New  York  10019. 
f  $25.00. 

,  Biofeedback, 

the^rtof  the  techniciue 
1  Biofeedback  that, lets  y°u  con: 

trol  your  mind 
and  body,  has 
been  used  to 
treat  more  than 
50  major  stress- 
related  disor- 
ders. Among  them:  anxiety,  asthma, 
high  blood  pressure,  migrane 
headaches,  ulcers,  insomnia,  al- 
coholism and  drug  abuse.  Biofeed- 
back is  said  to  be  both  psychological 
and  medical.  Because  the  benefits  of 
biofeedback  depend  on  a  working 
partnership  between  therapist  and  pa- 
tient, this  book  is  written  for  both 
parties. 

Checkup:  How  Much  Your  Doctor 
Knows  About  You  is  Critical.  How 
Much  You  Know  is  Crucial.  Isadore 
Rosenfeld,  M.D.,  Simon  and  Schus- 
ter Building,  1230  Avenue  of  the 
Americas,  New  York  10020.  $9.95. 

Good  medical  care  depends  on  a 
partnership  and  the  free  flow  of  in- 
formation between  patient  and  physi- 
cian. Checkup  is  designed  to  enhance 
this  relationship. 

Among  topics  discussed  are: 
family-linked  diseases  like  diabetes 
and  high  blood  pressure;  pills  and 
other  medicines;  food  and  allergies; 
and  how  well  body  systems  function. 

The  book  reviews  a  step -by-step 
examination  of  all  parts  of  the  body, 
including  blood  tests,  chest  x-rays 
and  electro-cardiograms  and  explains 
the  critical  medical  points  the  patient 
should  be  aware  of. 

The  Complete  Book  of  Symptoms 
and  What  They  Can  Mean.  Law- 
rence Galton.  Simon  and  Schuster 
Building.  1230  Avenue  of  the 
Americas,  New  York  10020.  $9.95. 
This  medical  guide  lists: 

•  A  layman's  explanation  of  more 
than  350  symptoms. 

•  A  separate  section  of  over  400 


diseases  associated  with  these  symp- 
toms. 

•  A  cross-index  of  symptoms  and 
diseases  for  quick  reference. 

•  More  than  260  symptoms  caused 
by  drugs. 

•  A  section  on  mystery  symptoms 
and  common  causes  of  missed  diag- 
noses and  misdiagnosis. 

Lawrence  Galton  is  also  the  author 
of  the  Adult  Physical  Fitness  Manual 
for  the  President' s  Council  on  Physi- 
cal Fitness. 

Administering  Nursing  Service, 

Second  Edition.  Marie  DiVincenti, 
R.N.,  Ed.D.,  Little,  Brown  and 
Company.  Bos- 
ton 02106. 
$12.50. 

This  edition 
presents  the 
latest  develop- 
ments in  nursing 
administration . 
It  deals  with  the 
concepts  of  ad- 
ministering nursing  service  and  the 
management  necessary  to  implement 
them.  Today's  nursing  director  is 
given  a  clear  overview  of  nursing 
management  procedures  in  which 
theory  and  practice  are  clearly  inte- 
grated. Every  aspect  of  nursing  ad- 
ministration is  thoroughly  discussed, 
from  the  latest  trends  in  health  care 
delivery  to  drawing  up  work  sched- 
ules and  budgets.  Included  also  is 
much  new  material  on  the  leadership 
role  of  the  nursing  director  and  an 
analysis  of  her  capacity  to  effect 
change  within  the  hospital. 

Health  Care  Management  Review. 

Dr.  Alan  Sheldon,  Executive  Pro- 
grams in  Health  and  Management, 
Harvard  University  School  of  Public 
Health.  4  issues  $29.75. 

This  quarterly  journal  contains 
original  articles  on  the  application  of 
sound  business  techniques  to  the 
management  of  health  care  delivery 
systems.  It  provides  health  care  man- 
agers insight  into  such  areas  as: 

•  Strategic  planning. 

•  Strategic  modeling. 

•  Operations  management. 

•  EDP  and  time  sharing. 

•  Management  policy. 

•  Marketing. 
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Medicare 
Seeks 
More  HMO 
Participation. 

By  Teri  Smith 

Since  health  care  costs  usually  de- 
crease when  HMOs  enter  the  picture, 
HCFA  is  trying  to  help  Medicare 
beneficiaries  and  HMOs  get  together. 
Fresh  incentives  for  HMOs  to  enroll 
Medicare  beneficiaries  should  bring 
about  an  appreciable  increase  in  par- 
ticipation. 

"We  would  like  to  see  more  HMOs 
participating  in  Medicare  because 
they  have  demonstrated  they  can  con- 
trol costs  while  delivering  quality 
health  care,"  says  Wayne  A.  Fowler, 
director  of  HCFA's  group  health  plan 
operations  for  Medicare.  "We  have 
had  contracts  with  prepaid  group 
health  plans  for  many  years,  but  a 
new  thrust  in  this  area  was  made  pos- 
sible by  recent  legislation  which 
changed  the  requirements  for  HMOs 
to  qualify  for  Medicare  contracts. 

Thus  far  14  HMOs  have  signed 
contracts  with  Medicare.  Eight  of 

SIGN  A 
HERE  V 


them,  with  about  19,000  enrollees, 
began  operation  last  year,  and  the 
others  are  in  the  organizational  stage. 
Another  eight  are  in  the  process  of 
meeting  the  requirements  for  certifica- 
tion and  are  expected  to  sign  contracts 
with  Medicare  shortly. 

HMOs  must  meet  certain  standards 
to  qualify  for  direct  reimbursement  by 
Medicare,  and  where  feasible  the 
Govenment  is  helping  them  fulfill 
these  requirements — through  loans, 
grants,  and  extended  periods  of  time 
in  which  to  comply  with  non-medical 
standards.  The  criteria  for  Medicare 
contracts  are  set  forth  in  the  1976 
amendments  to  the  HMO  Act. 

Types  of  contracts 

Medicare  offers  two  types  of  con- 
tracts to  HMOs:  a  cost  contract  and  an 
incentive  contract. 

Under  an  incentive  contract,  if  the 
HMO  reports  lower  cost  than  the  av- 
erage in  the  HMO's  area,  it  may  re- 
tain half  of  the  savings  up  to  10  per- 
cent of  the  average  costs  of  providing 
services  in  its  area.  If  the  HMO's 
costs  are  higher  than  the  average  costs 
in  the  area,  the  HMO  absorbs  the 
loss.  The  loss,  however,  may  be  car- 
ried forward  to  offset  profit  in  the  fol- 
lowing year. 

HMOs  that  qualify  for  incentive 
contracts  are  not  likely  to  sustain 


losses.  To  qualify  in  an  urban  area, 
the  HMO  must  have  an  enrollment  of 
25,000  with  8,000  enrollees  having 
participated  for  two  years.  In  a  rural 
area,  an  HMO  must  have  5,000  mem- 
bers, with  1,500  having  participated 
for  three  years. 

Under  the  incentive  contract,  the 
enrollee  agrees  to  receive  all  medical 
services  from  the  HMO.  Under  a  cost 
contract,  a  patient  can  receive  care 
from  sources  other  than  the  HMO  and 
bill  Medicare  directly.  Most  HMOs 
that  begin  with  a  cost-basis  contract 
are  expected  to  ultimately  shift  to  an 
incentive  contract.  Before  making  this 
decision,  HMOs  can  check  with  the 
Medicare  Bureau  to  determine  the 
volume  of  services  patients  have  been 
receiving  from  non-HMO  health  care 
sources. 

Both  contracts,  however,  provide 
non-HMO  coverage  for  urgently 
needed  care,  even  though  the  problem 
might  not  technically  be  an  emer- 
gency. Care  given  an  enrollee  who 
becomes  ill  when  on  vacation  many 
miles  from  home,  for  instance,  would 
be  covered.  Patients  are  also  covered 
when  the  HMO  refers  them  for  special 
kinds  of  services  not  provided  in  the 
HMO  facility. 

Determining  costs 

Since  most  Medicare  enrollees  use 


Insurance 


more  services  than  the  average  HMO 
member,  Medicare  pays  a  greater 
share  of  the  costs.  An  HMO  whose 
Medicare  enrollment  is  25  percent, 
for  example,  might  be  providing  50 
percent  of  its  services  to  Medicare  pa- 
tients. Under  the  Medicare  formula, 
such  an  HMO  would  be  reimbursed 
for  one-half  of  its  total  service  costs 
plus  one-half  of  its  direct  administra- 
tive expenses  related  to  patient  care 
services. 

In  addition,  since  it  is  recognized 
that  additional  time  is  required  to  care 
for  elderly  patients,  the  allowable  cost 
for  services  for  those  providing  direct 
care  to  Medicare  patients  can  be  in- 
creased by  20  percent. 

The  way  the  money  flows  to  an 
HMO  under  either  a  cost  or  incentive 
contract  is  the  same.  The  HMO  sub- 
mits an  annual  budget  at  the  begin- 
ning of  the  contract  period,  estimating 
what  it  will  cost  to  care  for  its  Medi- 
care enrollees.  Medicare  then  makes 
advance  monthly  payments  to  the 
HMO. 

At  the  end  of  each  quarter  the 
HMO  submits  a  report  on  the  services 
each  Medicare  patient  received  and 
corresponding  adjustments  are  made 
in  the  monthly  payments. 

Services  required 

The  HMO  is  required  to  offer  most 


Medicare  beneficiaries  the  option  of  a 
basic  benefit  package  or  a  com- 
prehensive package  at  a  higher  price. 
The  basic  package  provides  the  same 
coverage  as  the  conventional  Medi- 
care program,  while  the  comprehen- 
sive package  covers  such  things  as 
check-ups,  routine  eye  care  and 
pharmacy  costs  for  out-patients. 

If  a  Medicare  beneficiary  is  enrol- 
led with  the  HMO  under  a  group  plan, 
and  the  employer  is  paying  a  substan- 
tial portion  of  the  premium,  the  basic 
benefit  package  does  not  have  to  be 
offered. 

In  1976  legislation  was  passed  to 
make  it  possible  for  an  HMO  to  re- 
ceive reimbursement  directly  from 
Medicare  if  it  meets  several  require- 
ments. The  HMO  must: 

•  Offer  all  benefits  covered  by 
Medicare  or,  in  the  case  of  a  develop- 
ing HMO,  plan  to  do  so  within  three 
years.  (HMOs  are  exempt  from  offer- 
ing a  chronic  kidney  disease 
program. ) 

•  Not  charge  Medicare  enrollees 
more  than  the  actuarial  equivalent  of 
Medicare  deductible  and  coinsurance 
for  HMO  services  covered  by  Medi- 
care. 

•  Have  at  least  a  30-day  period 
each  year  when  any  Medicare  benefi- 
ciary can  enroll  without  regard  to  his 
health  status. 


•  Within  three  years  after  an  HMO 
signs  a  contract  have  at  least  50  per 
cent  of  its  total  enrollment  under  age 
65. 

•  Have  an  accrual  accounting 
system  which  facilitates  proper 
reimbursement. 

•  Have  at  least  150  Medicare  bene- 
ficiaries within  90  days  after  the  con- 
tract is  let. 

Advantages  of  Contract 

For  HMOs,  particularly  new  HMOs 
having  difficulty  enrolling  enough 
members  to  reach  a  break -even  point, 
the  combination  of  26  million  Medi- 
care beneficiaries,  many  of  whom 
might  wish  to  consider  HMO 
memberships,  and  the  favorable  com- 
pensation formula  under  Medicare 
contracts,  should  encourage  more  in- 
tensive activity  by  HMOs  to  partici- 
pate in  Medicare  and  to  expand  their 
Medicare  enrollments. 

For  as  HCFA's  Wayne  Fowler 
says,  "More  HMOs  participating  in 
Medicare  gives  our  beneficiaries 
greater  opportunities  to  choose  this 
new  way  of  receiving  and  paying  for 
health  care — and,  based  on  the  past 
performance  of  HMOs,  what  may  be, 
for  many  of  them,  a  less  expensive 
and  more  effective  way  of  receiving 
the  health  care  services  they  want  and 
need."  L 


Home  Dialysis  Program 

Costs  Less  Than 
Outpatient  Treatment. 

by  Christopher  R.  Blagg 


Unlike  the  great  majority  of  outpa- 
tient dialysis  centers,  the  Northwest 
Kidney  Center  of  Seattle  vigorously 
promotes  home  dialysis.  About  80 
percent  of  its  patients  dialyze  at  home 
compared  with  a  national  average  of 
10  percent.  The  center,  which  was 
founded  in  1962,  coordinates  cadaver 
kidney  transplants  for  a  four-state 
area  and  long-term  dialysis  for  the 
western  half  of  Washington  State. 

The  cost  to  maintain  the  average 
home  dialysis  patient  at  our  center  is 
less  than  half  the  usual  cost  allowed 
by  the  Medicare  chronic  kidney  dis- 
ease program,  or  a  saving  of  about 
$10,000  per  patient. 

This  lower  cost  of  home  dialysis 
has  been  confirmed  by  several 
studies,  including  those  by  the  Na- 
tional Institutes  of  Health*  and  the 
General  Accounting  Office.**  The 
only  expressions  of  doubt  regarding 
the  potential  for  savings  with  home 
dialysis  have  come  from  those  as- 
sociated with  proprietary  outpatient 
dialysis  units,  which  could  be  directly 
affected  financially  by  an  increased 


*  Hoffstein.  P  A.  Krueger,  K.K.,  and  Wine- 
man,  R.J  "Dialysis  Costs:  Results  of  a  Di- 
verse Sample  Study,"  Kidney  International , 
v.9.  p.  286,  1976. 

**  General  Accounting  Office,  Treatment  of 
Chronic  Kidney  Failure:  Dialysis,  Trans- 
plant, Cost,  and  the  Need  for  More  Vigorous 
Efforts,"  Report  to  the  Congress  by  the 
Comptroller  General  of  the  United  States, 
Washington,  D  C.  1975  (MWD-75-53).  (Up- 
dated by  letter  from  GAO,  Human  Resources 
Division,  to  Senator  Robert  Dole,  November 
3,  1977) 


Christopher  R.  Blagg  is  a  physi- 
cian and  director  of  the  Northwest 
Kidney  Center  in  Seattle,  and  as- 
sociate professor  of  medicine  at  the 
University  of  Washington. 


use  of  home  dialysis  in  this  country. 

The  saving  is  of  obvious  impor- 
tance to  the  Medicare  program,  as  a 
conservative  example  will  illustrate. 
Of  the  some  40,000  chronic  kidney 
disease  patients  in  the  country  now, 
only  about  10  percent  are  on  home 
dialysis.  If  half  of  all  patients  were 
dialyzed  at  home,  the  gain  to  the  tax- 
payer, patients  and  other  funding 
sources  would  be  at  least  $128  million 
per  year,  based  on  current  costs. 

About  two-thirds  of  our  patients 
who  do  not  receive  an  early  kidney 
transplant  are  on  home  dialysis  and  75 
to  80  percent  of  our  new  dialysis  pa- 
tients are  trained  in  it. 

After  training  and  installation  of 
equipment,  the  yearly  cost  of  home 
dialysis  under  the  supervision  of  our 
center  can  be  as  low  as  $11,566,  pro- 
vided the  patient  cleans  and  reuses  the 
dialyzer.  But,  even  if  the  patient 
chooses  not  to  do  so,  the  cost  aver- 
ages only  $15,436.  As  more  than  90 
percent  of  our  patients  reuse  their 
dialyzers,  our  saving  averages  more 
than  $10,000  per  patient  over  medi- 
care allowed  costs  of  about  $23,400 
for  outpatient  dialysis.  This  does  not 
include  the  cost  benefit  that  may  ac- 
crue as  a  result  of  the  home  dialysis 
patient  being  rehabilitated. 

The  savings  stem  from  the  greatly 
reduced  staff  needed  when  a  large 
proportion  of  patients  dialyze  them- 
selves and  a  concomitant  need  for  less 
extensive  facilities. 

Operation  of  the  center 

When  a  patient  is  referred  to  the 
center  by  his  nephrologist,  he  is 
interviewed  by  a  social  worker  and  fi- 
nance counselor  before  entry  into  the 
program.  The  purpose  of  the  inter- 
view is  two-fold:  to  explain  the  pro- 
gram to  the  patient  and  to  get  initial 


information  on  his  social  and  family 
situation,  finances,  and  other  matters 
so  that  the  center  can  better  serve  his 
needs.  Treatment,  whether  by  dialysis 
or  transplantation,  is  coordinated  with 
the  referring  nephrologist.  A  patient 
who  is  medically  suitable  for  a  trans- 
plant and  has  a  donor  who  would  be  a 
good  match  is  encouraged  to  consider 
early  transplantation. 

Because  the  nephrology  community 
in  Washington  is  committed  to  the 
idea  that  home  dialysis  is  the  pre- 
ferred mode  of  dialysis  treatment, 
eight  out  of  ten  patients  who  do  not 


receive  an  early  transplant  are  trained 
for  home  dialysis.  These  patients  are 
then  reviewed  to  determine  whether 
or  not  they  are  candidates  for 
cadaveric  transplantation. 

Following  home  dialysis  training, 
patients  are  returned  to  the  care  of 
their  nephrologist.  The  center  con- 
tinues to  provide  social  work  and 
psychological  and  psychiatric  sup- 
port, where  necessary,  and  coordi- 
nates financial  support.  It  also  pro- 
vides supplies  required  for  home 
dialysis,  equipment  repair  and 
maintenance,  and  any  other  backup 


services  needed.  Patients  who  are  not 
suited  for  home  dialysis  are  treated  by 
outpatient  dialysis  at  the  center. 

The  center  uses  some  three  floors 
in  an  older  building  near  Seattle's 
Swedish  Hospital,  plus  a  10-bed  train- 
ing area  in  the  hospital.  It  is  centrally 
located,  near  a  freeway  and  public 
transportation.  Most  patients  arrange 
their  own  transportation,  but  the  cen- 
ter helps  transport  those  who  cannot. 

Our  staff  of  140  includes  five 
physicians,  35  nurses,  24  technicians, 
four  repairmen,  one  dietitian,  four  so- 
cial workers,  four  finance  counselors, 


History  of  the  Center. 


No  description  of  the  Northwest 
Kidney  Center  would  be  complete 
without  mention  of  the  develop- 
ment of  the  device  that  made  long- 
term  treatment  of  kidney  disease 
possible.  The  device  is  a  piece  of 
Teflon  and  silastic  tubing,  known 
as  a  shunt,  used  to  connect  an  ar- 
tery to  a  vein  in  the  patient's 
forearm.  It  was  first  used  in  1960 
by  Dr.  Belding  H.  Scribner  of  the 
University  of  Washington,  Seattle. 
Via  the  shunt,  a  patient  can  be  eas- 
ily connected  to  the  dialysis 
equipment,  and  his  blood  cleansed 
of  the  impurities  his  malfunction- 
ing or  missing  kidneys  cannot 
remove. 

Together  with  concurrent  ad- 
vances in  kidney  transplantation, 
the  shunt  and  newer,  improved 
ways  developed  to  access  the  pa- 
tient's blood  stream,  have  resulted 
in  a  method  of  treatment  — 
dialysis — that  has  saved  tens  of 
thousands  of  lives  throughout  the 
world.  It  also  started  our  center  on 
its  way. 

Dr.  Scribner  and  a  board  of  trus- 
tees including  local  physicians  and 
interested  lay  people,  with  the  help 
of  the  King  County  Medical  Soci- 


ety and  a  grant  from  the  John  A. 
Hartford  Foundation,  developed 
the  first  non-profit,  outpatient, 
dialysis  facility  located  outside  a 
hospital.  The  center  opened  in 
January  1962  in  the  basement  of  a 
nurses'  residence  hall  in  Seattle.  In 
it,  for  the  first  time,  dialysis  was 
performed  by  nurses  and  techni- 
cians without  the  continued  pres- 
ence of  a  physician. 

Financing  was  a  critical  problem 
for  the  center's  first  10  years.  Be- 
cause the  center  could  support  only 
four  treatment  stations  at  first,  not 
all  who  sought  treatment  could  be 
accepted.  First  a  medical  commit- 
tee screened  applicants,  then  suita- 
ble candidates  were  reviewed  by  a 
committee,  which  represented  the 
community  and  made  the  final 
choices. 

The  opening  of  a  new  12-station 
unit  at  the  center  in  1964  helped, 
but  did  not  resolve  the  selection 
problem.  The  same  year,  Dr. 
Scribner,  working  with  the  Univer- 
sity of  Washington's  Department 
of  Nuclear  Engineering,  developed 
a  single-patient,  automated 
hemodialysis  machine  which  made 
dialyzing  fluid  for  an  artificial  kid- 
ney. With  this  machine,  the  patient 


could  dialyze  at  home  safely  while 
sleeping. 

Despite  appropriations  from  the 
state  legislature  beginning  in  1965, 
funding  remained  so  short  that  the 
center's  board  of  trustees  decreed 
that  the  treatment  for  kidney  dis- 
ease should  be  home  dialysis  or 
transplantation,  and  the  policy  con- 
tinued until  1972.  With  increasing 
support  from  the  state  and  some  in- 
surance reimbursement,  the  center 
continued  to  expand  its  program 
and  since  1972,  no  patient  has 
been  turned  down  for  lack  of 
funds. 

As  a  result  of  its  coordinated  and 
financially  effective  approach  to 
treating  kidney  disease,  Washing- 
ton has  become  one  of  the  leading 
areas  in  relative  numbers  of  pa- 
tients treated.  As  of  July  1,  1977, 
there  were  183.4  patients  per  mil- 
lion population  in  Washington  re- 
ceiving treatment  by  dialysis  and 
transplantation,  compared  with 
some  163  patients  per  million  in 
the  United  States  as  a  whole  and 
155.2  per  million  projected  for 
Switzerland,  the  country  with 
the  second  highest  incidence  of 
treatment. 


and  63  support  and  administrative 
employees.  Volunteers  assist  in  pro- 
viding transportation  for  patients  and 
raising  funds  in  the  community. 

Currently,  our  center  owns  more 
than  300  dialysis  machines — 20  for 
use  only  at  the  center  and  about  280 
(the  number  fluctuates)  leased  to 
home  dialysis  patients.  The  machines, 
purchased  directly  from  the  manufac- 
turer at  an  advantageous  price,  cost 
between  $4,000  and  $6,000  each.  The 
more  expensive  machines  are  those 
used  for  peritoneal  dialysis.  All  our 
machines  are  ordered  with  extra 
safety  and  convenience  features.  The 
dialyzer,  a  disposable  artificial  kid- 
ney, costs  from  $15  to  $45.  In  many 
programs,  this  is  discarded  after  one 
use,  but  we  encourage  patients  to 
rinse,  resterilize  and  reuse  them  up  to 
six  times.  Since  a  dialyzer  is  used 
three  times  a  week,  this  makes  a  dif- 
ference of  between  $3,000  and 
$4,000  per  year  per  patient.  We  have 
had  no  problems,  medical  or  other- 
wise, with  such  reuse. 

As  of  the  first  of  this  year,  the  cen- 
ter had  416  patients  on  its  rolls. 

Peritoneal  dialysis  is  a  process  in 
which  the  blood  is  not  circulated  out- 
side the  body  to  be  cleansed,  as  in 
hemodialysis,  but  rather  internally 
through  the  peritoneal  membrane 
which  lines  the  abdominal  cavity.  Al- 
though a  slower  method,  it  is  simple, 
safe  and  better  than  hemodialysis  for 
the  elderly,  small  children  and  some 
other  patients.  No  assistant  need  be 
present  during  peritoneal  dialysis. 
More  than  a  quarter  of  our  new  home 
dialysis  patients  are  trained  to  do 
peritoneal  dialysis,  which  is  also  be- 
coming more  widely  used  nationally. 

As  part  of  its  role  as  a  regional  kid- 
ney center,  our  center  also  supports 
some  160  transplant  patients  in  the 
western  part  of  the  state,  coordinating 
medical,  financial  and  social  aspects 
of  all  treatment  of  kidney  disease  in 
that  area,  except  for  those  patients 
cared  for  at  the  Seattle  Veterans  Ad- 
ministration Hospital.  The  center 
coordinates  cadaver  kidney  trans- 
plants for  a  four-state  area  (Washing- 
ton, Alaska,  Montana  and  Idaho)  and 
provides  certain  administrative  serv- 
ices, such  as  billing,  for  physicians 
treating  kidney  patients  in  that  area. 

Operations  in  fiscal  year  1977-78 
will  cost  about  $7.2  million.  Funds 
come  from  several  sources,  with  some 


70  percent  provided  by  Medicare  and 
Medicaid,  15  percent  by  private  in- 
surers, 10  percent  from  state  funds 
and  five  percent  from  patients  and 
contributors. 

Adjustment  of  patient  to  treatment 

Home  dialysis  was  developed  orig- 
inally at  our  center  because  of  a  need 
to  conserve  funds,  but  it  soon  became 
obvious  that  patients  treated  by  home 
dialysis  were  generally  better  adjusted 
to  their  disease  and  its  treatment.  As 
was  clearly  demonstrated  in  the  early 
1960s  in  Seattle,  passive  treatment 
carried  out  by  nurses  and  technicians 
in  an  outpatient  setting,  often  at  in- 
convenient hours,  prevented  many  pa- 
tients from  carrying  out  their  usual 
daily  activities,  created  dependency 
and  interfered  with  rehabilitation. 

As  a  result,  we  became  aware  of  a 
principle  which  is  being  increasingly 
recognized  in  other  areas  of  medicine: 
the  adjustment  and  rehabilitation  of 
patients  with  a  chronic  disease  are 
improved  by  giving  them  full  explana- 
tion of  their  disease  and  its  treatment 
and  as  much  of  the  responsibility  for 
their  treatment  as  they  can  accept. 

Home  dialysis  involves  the  patient 
in  his  own  care  and  can  be  carried  out 
largely  at  his  convenience.  But  much 
is  involved.  Not  only  must  medically 
safe  dialysis  be  provided,  but  atten- 
tion must  also  be  paid  to  the  social, 
financial,  psychological  and  voca- 
tional needs  of  the  patient.  Training 
and  support  services  are  essential. 

Certain  key  factors  make  the  differ- 
ence between  success  and  failure  of  a 
home  dialysis  program. 

First,  it  is  essential  that  the  physi- 
cian directing  the  program  believe 
that  home  dialysis  is  preferable  for 
those  patients  who  can  perform  it. 
The  average  patient,  first  confronted 
with  the  complexities  of  the  dialysis 
machine  is  usually  frightened  and 
overwhelmed.  As  a  result,  he  is  un- 
likely to  elect  home  dialysis,  unless 
encouraged  to  do  so  by  enthusiastic 
support  from  the  staff  with  whom  he 
comes  into  contact.  At  this  first  en- 
counter with  dialysis,  the  patient  is 
very  susceptible  to  suggestion,  so  that 
a  single  negative  remark  by  a  physi- 
cian can  be  enough  to  cause  him  to 
reject  home  dialysis.  There  must  be  a 
good  program  to  teach  the  patient  to 
perform  dialysis  safely.  At  our  center, 
a  training  program  was  developed  in 


conjunction  with  an  educational 
psychologist,  using  audiovisual  aids 
to  complement  a  carefully  pro- 
grammed course.  The  center's  train- 
ing program  takes  three  weeks,  al- 
though elsewhere  in  the  country  such 
training  can  be  six  to  eight  weeks  or 
even  longer. 

Patients  who  have  no  family 
member  to  be  with  them  during 
dialysis  are  provided  a  trained  assist- 
ant (not  nurse  or  medical  technician, 
but  a  lay  person  trained  in  the  same 
way  as  a  patient's  relative  is  normally 
trained).  Since  these  assistants  are  not 
yet  supported  by  Medicare,  State  of 
Washington  funds  and  donations  are 
used  to  pay  for  such  services. 

Good  support  services  are  also 
needed,  so  that  supplies,  equipment, 
maintenance  and  repair,  and  the  ad- 
vice of  the  physician  are  no  further 
away  than  the  patient's  telephone. 

The  success  of  the  center's  program 
is  reflected  in  the  case  histories  of 
several  home  dialysis  patients: 

•  A  university  professor  in  his  40s, 
who  has  been  on  dialysis  since  1961 
and  home  dialysis  since  1968,  teaches 
full  time.  With  the  help  of  portable 
dialysis  equipment,  he  spends  sum- 
mers away  from  Seattle  and  has  taken 
a  long  vacation  in  Europe. 

•  A  widow,  aged  65,  living  alone 
in  a  small  towYi  on  the  Pacific  Coast, 
does  her  own  housework,  and 
dialyzes  herself  with  the  help  of  a 
friend  who  was  trained  in  dialysis 
procedures  at  the  center. 

•  A  successful  business  executive, 
recently  seen  on  the  Sixty  Minutes  TV 
program  on  home  dialysis,  travels  ex- 
tensively on  business  abroad — and  I 
can  attest — plays  a  wicked  game  of 
tennis.  He  is  in  his  late  40s  and  re- 
cently moved  east  to  become  vice 
president  of  a  large  company.  He  had 
trouble  convincing  dialysis  centers  in 
his  new  community  that  he  was  a  kid- 
ney patient,  much  less  that  he  reg- 
ularly dialyzed  at  home. 

Measure  of  success 

We  have  been  asked  for  specific 
measures  of  the  success  of  our  home 
dialysis  program.  Objective  data  is 
very  difficult  to  provide.  It  can  be 
misleading  to  compare  survival  rates 
between  different  centers,  programs 
and  parts  of  the  country,  because  such 
data  is  dependent  upon  certain  patient 
characteristics,  such  as  age  and  diag- 


nosis.  For  example,  the  Northwest 
Kidney  Center  shows  a  three-year 
survival  rate  of  58  percent  for  all  its 
patients,  but  for  home  dialysis  pa- 
tients, the  figure  is  74  percent.  The 
overall  figure  is  lower  than  the  na- 
tional average — 68  percent,  but  we 
believe  this  is  mainly  because  we 
serve  an  unusually  large  proportion  of 
older  patients  and  diabetic  patients 
who  are  dependent  on  insulin.  About 
20  percent  of  our  patients  are 
insulin-dependent  diabetic  patients, 
while  the  national  average  is  seven 
percent.  In  fact,  some  centers  will  not 
take  diabetic  kidney  patients. 

On  the  brighter  side,  for  patients 
under  35  treated  at  our  center,  the 
three-year  survival  rate  is  85  percent, 
whether  they  are  dialyzed  or  receive  a 
transplant. 

We  wish  we  could  validate  our  im- 
pression that  the  quality  of  life  is  bet- 
ter for  home  dialyzed  patients,  but 
there  are  no  good  objective  assess- 
ments of  this  aspect  of  the  treatment. 
We  cannot  simply  compare  patients 
who  receive  different  types  of  treat- 
ment, because  the  other  medical  prob- 
lems of  a  kidney  patient  can  vary 
greatly  and  affect  the  quality  of  life 
during  treatment.  But  the  rate  of  re- 
turn to  work  and  to  other  pre-dialysis 
activities  of  our  patients  and  the  qual- 
ity of  life  of  our  patients  is  at  least 
comparable  to  those  in  other  large 
programs. 

It  has  been  suggested  that  the 
characteristics  of  the  population  from 
which  we  draw  our  patients  contribute 
disproportionately  to  success  with 
home  dialysis.  That  is,  that  people 
living  in  western  Washington  are  rug- 
ged individualists,  naturally  inde- 
pendent and  relatively  affluent.  How- 
ever, I  think  this  is  not  a  determining 
factor,  since  residents  of  Brooklyn 
and  Chicago  ghettos  also  have  been 
trained  successfully  in  home  dialysis. 

Impact  of  Medicare 

Dialysis  is  a  keystone  of  the  Medi- 
care End-Stage  Renal  Disease  pro- 
gram, in  which  almost  40,000  pa- 
tients are  now  enrolled.  But  Medicare 
is  also  a  major  factor  in  the  striking 
decline  in  the  percentage  of  patients 
treated  by  home  dialysis  in  the  United 
States  during  the  last  five  years. 

In  the  country  as  a  whole,  the  per- 
centage of  kidney  patients  on  home 
dialysis  has  dropped  from  40  percent 
to  I  1  percent,  since  the  Medicare 


ESRD  program  was  instituted  in 
1973.  This  at  a  time  when  the  per- 
centage is  increasing  in  most  other 
Western  countries  (standing  now  at  30 
percent  in  West  Germany,  43  percent 
in  Canada,  and  66  percent  in  the 
United  Kingdom).  In  my  view,  the 
reasons  for  this  situation  lie  mainly  in 
the  structure  of  the  Medicare 
program. 

The  present  Medicare  program  of- 
fers incentives  to  facilities  and  physi- 
cians which  encourage  dialysis  in  an 
outpatient  facility  rather  than  at 
home.  For  example,  a  free-standing 
dialysis  facility  with  low  overhead 
can  provide  dialysis  at  a  lower  cost 
than  a  hospital.  It  can  be  run  as  an 
extremely  efficient  business  and  can 
deal  with  Medicare,  private  insurance 
and  other  funding  resources  more 
efficiently  than  the  average  hospital 
billing  department.  Medicare  reim- 
bursement for  dialysis  done  in  out- 
patient facilities  has  made  privately 
owned  dialysis  units  financially  at- 
tractive, so  that  25  percent  of  all 
dialyses  in  the  United  States  is  per- 
formed in  these  kinds  of  facilities. 

Although  Medicare  regulations 
were  written  to  prevent  unnecessary 
proliferation  of  small  dialysis  units 
throughout  the  country,  this  has  hap- 
pened. Any  new  center  must  maintain 
a  good  utilization  rate,  both  to  justify 
its  existence  and  to  become  fiscally 
sound.  This  encourages  the  use  of 
short,  high  efficiency  dialysis  to 
maximize  utilization,  and  makes  it 
less  likely  that  the  patients  will  be  re- 
ferred for  home  dialysis  or  transplan- 
tation. The  National  Dialysis  Registry 
shows  clearly  that  the  percentage  of 
patients  treated  by  home  dialysis  is 
directly  proportional  to  the  number  of 
stations  in  a  dialysis  unit;  small  units 
send  fewer  patients  home. 

The  Medicare  program  also  encour- 
ages outpatient  dialysis,  because 
physician  reimbursement  is  appreci- 
ably less  for  the  care  of  home  dialysis 
patients,  and  Medicare  does  not  pay 
for  services  by  social  workers  to 
home  dialysis  patients,  visits  by  train- 
ing staff  or  services  of  helpers.  Thus, 
Medicare  actually  provides  only  65  to 
70  percent  of  the  support  costs  of 
home  dialysis.  Centers  such  as  ours 
lose  money  on  large  home  dialysis 
programs.  Only  state  funds,  insurance 
reimbursements  and  the  support  of 
contributors  keeps  our  program  go- 
ing. 


There  are  other  obstacles  to  a  pa- 
tient electing  home  dialysis.  Some 
items  necessary  for  home  dialysis, 
such  as  tape  and  gauze,  are  not  cov- 
ered by  Medicare,  so  that  the  patient 
is  responsible  for  appreciably  more 
than  20  percent  of  the  cost  for 
supplies.  Commercial  sources  expect 
the  patient  to  pay  his  or  her  share 
promptly.  In  contrast,  costs  not  cov- 
ered in  outpatient  dialyzing  are  often 
absorbed  by  the  facility,  if  not  paid 
by  coinsurance.  In  addition,  the  pa- 
tient at  home  may  have  to  deal  with 
much  more  of  the  complex  paperwork 
associated  with  billing  Medicare  and 
other  funding  sources.  To  these  fi- 
nancial disadvantages  must  be  added 
the  cost  of  any  home  modifications 
and  extra  electricity  and  water. 

We  could  eliminate  our  center's 
losses  any  time  by  switching  the 
majority  of  our  patients  to  outpatient 
treatment.  But  our  commitment  to 
home  dialysis  is  firm,  and  we  feel  that 
the  lessons  learned  in  the  State  of 
Washington  can  be  applied  through- 
out the  country  and  that  pending  Fed- 
eral legislation  will  remedy  the  Medi- 
care reimbursement  problem. 

Encouraging  home  dialysis 

Over  the  last  five  years,  physicians 
concerned  with  home  dialysis  have 
made  many  attempts  to  encourage 
legislation  that  would  change  the 
present  Medicare  kidney  treatment 
program.  Perhaps  because  cost  struc- 
ture is  becoming  better  understood, 
Congress  shows  signs  of  taking 
action. 

Legislation  now  pending  would  re- 
move most  of  the  reimbursement  ob- 
stacles to  home  dialysis  and  even  pro- 
vide some  incentives  for  home 
dialysis  and  transplantation.  The  60  to 
90-day  wait  for  entitlement  would  be 
eliminated  if  a  patient  begins  taking  a 
home  dialysis  training  program.  In 
addition,  all  costs  of  home  dialysis, 
including  social  work  and  other  sup- 
port services  would  be  covered  under 
Medicare,  and  there  would  be  an 
improvement  in  the  method  of  reim- 
bursement for  home  dialysis  equip- 
ment. The  bill  has  support  of  the  Na- 
tional Kidney  Foundation,  the  Renal 
Physicians  Association  and  the  Na- 
tional Association  of  Patients  on 
Hemodialysis  and  Transplantation. 
The  only  major  opposition  has  been 
from  representatives  of  proprietory 
groups  who  are  concerned  about  any 


possible  curbing  of  return  on  equity 
which  could  result  from  this  legisla- 
tion. Early  passage  of  the  proposed 
amendment  is  essential  to  correct 
many  of  the  problems  with  the  present 
Medicare  ESRD  program,  and  in  par- 
ticular to  assist  and  encourage  home 
dialysis. 

But  there  are  other  needs  if  home 
dialysis  is  to  become  more  widely 
used.  First,  it  is  essential  to  have  ac- 
curate, up-to-date  data  on  patient 
population,  the  results  of  treatment  by 
various  treatment  modalities,  and  the 
activities  of  facilities  so  that  we  can 
better  assess  the  present  status  of 
home  dialysis  in  this  country  and 
monitor  local  trends.  So  far,  the  new 
Medical  Information  System  has  not 
been  timely  in  providing  this  informa- 
tion. 

Increased  use  of  peritoneal  dialysis 
and  paid  home  dialysis  helpers  would 
facilitate  the  spread  of  home  dialysis. 

Because  of  the  clear  relationship 
between  the  number  of  patients 
treated  by  a  facility  and  the  percent- 


age on  home  dialysis,  we  question  the 
appropriateness  of  developing  many 
small  dialysis  centers  in  major  cities 
and  of  establishing  centers  in  small 
towns,  where  there  are  only  a  few  pa- 
tients. These  could  be  better  treated  at 
home  and  at  much  less  cost,  using 
trained  helpers  where  family  assist- 
ance is  not  available. 

Training  programs  for  home 
dialysis  should  be  offered  on  a  re- 
gional basis  to  provide  a  sufficient 
number  of  patients  to  justify  costs  and 
maintain  staff  expertise.  There  are 
more  than  a  thousand  dialysis  units  in 
this  country,  many  with  relatively 
small  numbers  of  patients.  It  would 
be  a  mistake  if  each  developed  its 
own  small  patient  training  program.  It 
is  more  efficient  to  have  one  center 
serving  a  city,  area  or  even  region 
(depending  on  the  geography).  For 
example,  because  Alaska  has  rela- 
tively few  patients  to  be  trained  in 
home  dialysis  it  sends  them  to  our 
center  for  training.  A  city  that  has  six 
or  seven  dialysis  centers  might  desig- 


nate one  (or  two  if  a  widespread  area) 
to  do  the  training.  Sydney,  Australia, 
has  done  this  successfully. 

However,  the  most  important  factor 
in  promoting  greater  use  of  home 
dialysis  is  a  change  in  attitude  on  the 
part  of  many  physicians  and  staff  who 
care  for  dialysis  patients.  If  new  pa- 
tients are  to  be  encouraged  to  perform 
home  dialysis,  this  encouragement 
must  begin  from  the  time  the  patient 
starts  dialysis  or,  if  possible,  even 
earlier.  If  a  physician  is  not  con- 
vinced that  home  dialysis  is  the  pref- 
erable form  of  treatment  and  if  a 
dialysis  center  is  not  devoted  to  en- 
couraging home  dialysis  wherever 
possible,  it  is  unlikely  that  a  change 
in  legislation  alone  will  have  a  strik- 
ing influence  on  the  proportion  of  pa- 
tients on  home  dialysis. 

It  is  essential  to  continually  educate 
physicians,  staff  and  patients  that 
home  dialysis  with  appropriate  sup- 
portive services,  can  provide  the  best 
care  and  the  best  opportunity  for  re- 
habilitation. ■ 


- 


For  all  state  and  local  agencies  and 
volunteer  organizations.  Eye-catching, 
full-color  posters  to  publicize  the 

Early  and  Periodic  Screening, 
Diagnosis  and  Treatment  Program. 

Place  it  in  churches,  self-service  laundries,  welfare 
offices,  unemployment  offices,  day  care  centers,  store 
fronts,  low-income  housing  developments, super- 
markets, food  stamp  distribution  centers,  and  other 
places  parents  are  likely  to  see  them. 

The  poster  copy  reads: 

The  way  to  keep  from  having  big  health  problems  is  to  catch 
them  while  they're  still  small  ones.  If  your  children  are  eligible 
for  Medicaid,  we've  got  a  program  that  will  find  and  treat  their 
health  problems,  if  they  have  any,  before  they  get  too  big.  Why 
not  check  with  your  local  welfare  office  and  ask  about  the 
EPSDT  program? 


For  your  supply,  write:  Editor, 
Room  5327  MES  Building, 
HEW 

Washington,  D.C.  20201 


poster  is  20"  x  23".  Standup  poster  is 
11"  x  14".  Blank  space  at  the  bottom  of  the 
poster  is  for  the  address  and  telephone  number  for 
local  information. 


Federal  Certification  of  Hospitals 
Has  Substantial  Impact 
On  Quality  of  Care. 


by  Dr.  Gerald  F.  Szucs 


Between  1970  and  1974  there  was  a 
significant  reduction  in  the  number  of 
deficiencies  in  patient  care  and  safety 
in  hospitals  certified  by  Medicare.  It 
is  reasonable  to  attribute  this  reduc- 
tion to  the  Medicare  certification  pro- 
gram, since  there  does  not  appear  to 
be  any  other  major  variable  affecting 
hospital  standards  during  this  period. 

It  should  be  noted  that  the  hospitals 
studied  were  non-accredited  general, 
psychiatric  and  tuberculosis  hospitals 
in  the  United  States  and  were  not 
accredited  by  the  Joint  Commission 
on  the  Accreditation  of  Hospitals  nor 
the  American  Osteopathic  Associa- 
tion. 

An  analysis  of  the  hospitals  studied 
showed  a  steady  decrease  in  deficien- 
cies occurred  in  each  of  the  five 
years,  with  the  exception  of  1972, 
when  there  was  a  slight  increase. 

Deficiencies  decreased  in  10  of  12 
categories  of  care  from  1970  to  1974. 
The  fact  that  hospital  performance  in 
two  categories  deteriorated  means 
either  that  hospitals  failed  to  correct 
deficiencies  found  in  earlier  years  or 
that  those  surveying  the  hospitals 
have  become  more  proficient  at  their 
jobs  and,  thus,  have  uncovered  de- 
ficiencies missed  in  earlier  surveys. 

An  argument  could  also  be  made 
that  fewer  deficiencies  were  noted  by 
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surveyors  in  later  years,  because  they 
were  doing  a  worse  job  than  before. 
This  argument  appears  weak,  because 
the  surveyors  as  a  group  have  had  10 
years'  experience  in  the  program  and 
had  undergone  a  significant  amount  of 
training.  Therefore,  the  argument 
would  seem  to  be  in  favor  of  sur- 
veyors' finding  more,  not  fewer  de- 
ficiencies as  they  gained  experience 
and  more  formal  training. 

Categories  of  hospitals 

The  Medicare  program  certifies 
general,  psychiatric,  tuberculosis  and 
emergency  hospitals,  and  Christian 
Science  Sanitariums. 

The  reasons  for  concentrating  the 
basic  research  on  non-accredited  hos- 
pitals were  that  complete  survey  data 
on  them  was  available  for  a  period  of 
at  least  five  consecutive  years  and 
surveys  of  those  institutions  were 
under  the  full  control  of  the  Medicare 
certification  program. 

Progress  of  the  certification  pro- 
gram in  upgrading  hospital  standards 
is  measured  by  comparing  the  number 
and  percentage  of  hospital  standards 
out  of  compliance  at  yearly  intervals. 

Accredited  hospitals  were  excluded 
because  the  vast  majority  are  outside 
the  control  of  the  Federal  Government 
and  only  limited  data  is  available  on 
the  few  of  the  21  categories  reviewed 
by  Medicare  (i.e.  utilization  review 
for  general  hospitals  and  the  special 
staffing  and  condition  of  medical  rec- 
ords for  psychiatric  and  tuberculosis 
hospitals). 

Conditions  of  participation 

The  analysis  covers  Medicare's  20 
conditions  of  participation  and  the 
124  standards  under  the  various  con- 


ditions. It  includes  all  deficiencies 
(defined  as  standards  which  are  out  of 
compliance  or  not  met)  occurring  dur- 
ing the  five-year  period.  The  condi- 
tions surveyed  are: 

•  Compliance  with  state  and  local 
laws. 

•  Governing  body. 

•  Physical  environment  (including 
standards  relating  to  life  safety  code). 

•  Medical  staff. 

•  Nursing  department. 

•  Medical  records  department. 

•  Pharmacy  or  drug  room. 

•  Laboratories. 

•  Radiology  department. 

•  Medical  library. 

•  Complementary  departments. 

•  Outpatient  department. 

•  Emergency  service  or  depart- 
ment. 

•  Dietary  department. 

•  Social  work  department. 

•  Utilization  review  plan. 

Psychiatric  and  tuberculosis  hospi- 
tals each  require  additional  condi- 
tions: Special  medical  record 
requirements  and  special  staff 
requirements. 

To  participate  in  the  Medicare  pro- 
gram, hospitals  must  first  meet  cer- 
tain standards  related  to  the  quality  of 
care  and  the  adequacy  of  services. 
Some  are  required  by  statute.  Other 
health  and  safety  standards  are  pre- 
scribed by  the  Secretary  of  HEW  and 
published  as  Federal  regulations.  Col- 
lectively, these  standards  are  the  con- 
ditions of  participation. 

A  facility  that  meets  all  of  the 
statutory  requirements  and  is  in  sub- 
stantial compliance  with  the  addi- 
tional standards  prescribed  by  the 
Secretary  may  participate  in  the  Med- 
icare program. 
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Before  a  judgment  can  be  made 
about  the  compliance  of  a  hospital,  an 
evaluation  must  be  made  of  the  extent 
and  degree  to  which  each  standard  of 
each  of  the  20  conditions  is  met. 

Some  of  these  standards  are  statu- 
tory requirements,  others  are  regula- 
tory in  nature.  If  statutory  require- 
ments are  found  out  of  compliance, 
the  entire  condition  must  be  found  out 
of  compliance.  There  is  some 
latitude,  however,  in  regulatory  re- 
quirements that  are  found  out  of  com- 
pliance. If  deficiencies  in  the  regula- 
tory requirements  are  key  elements  of 
the  condition,  the  condition  must  be 
found  out  of  compliance,  but  if  not, 
judgment  can  be  used.  The  key 
judgmental  factor  is  the  relative 


weight  given  each  standard  found  out 
of  compliance. 

Under  each  standard  there  is  a 
number  of  factors  that  further  define 
and  explain  the  standards.  These  too 
must  be  evaluated.  A  standard  can  be 
met  without  all  factors  of  the  standard 
being  met. 

If  enough  key  factors,  however,  are 
found  out  of  compliance,  the  standard 
will  be  found  out  of  compliance.  A 
surveyor  assesses  445  different  fac- 
tors during  the  course  of  a  general 
hospital  survey. 

Certification  of  a  hospital  by  a  state 
agency  is  a  recommendation  to  the 
Health  Standards  and  Quality  Re- 
gional Office  that  a  hospital  substan- 
tially meets  the  conditions  of  partici- 


pation. Hospitals  are  certified  in  one 
of  two  ways.  A  hospital  can  be  cer- 
tified in  substantial  compliance  with 
no  significant  deficiencies  or  certified 
with  significant  deficiencies  in  one  or 
more  conditions  of  participation. 

A  deficiency  is  considered  signifi- 
cant if  it  adversely  influences  the  po- 
tential of  the  facility  to  T>rovide 
adequate  care.  Where  significant  de- 
ficiencies exist,  a  hospital  can  still  be 
in  compliance  with  a  particular  condi- 
tion of  participation  provided  the  de- 
ficiency is  not  a  statutory  requirement 
and  the  hospital  is  rendering  adequate 
care  without  hazard  to  the  health  and 
safety  of  the  patients  and  is  making 
reasonable  plans  and  effort  to  correct 
the  deficiencies. 


Deficiencies 
In 

Nonaccredited 
Hospitals 


Number  of  Change 
Standards  from  1970 
Standards  Not  Met      to  1974 


Average  numberof  standards  not  met 

1970   1971   1972  1973   1974  Average 


Autopsies  1906  -.16  40     .38      38      .32      .24  .34 


Promptness  of  records 

880 

-.02 

.16 

.17 

.17 

.15 

.14 

.16 

Medical  record  personnel 

779 

-.09 

.19 

.16 

.14 

.12 

.10 

.14 

Pharmacy  committee 

654 

+  .01 

.12 

.1  1 

.12 

.10 

.13 

.12 

Recreational  services 

621 

-.03 

.12 

.11 

.12 

.11 

.09 

.11 

Pathology  services 

528 

-.07 

14 

.10 

.10 

.08 

.07 

.09 

Registered  nurses 

507 

-.06 

.12 

.1  1 

.10 

.08 

.06 

.09 

Psychological  services 

469 

-.03 

.10 

.09 

.08 

.08 

.07 

.08 

Life  safety  code 

449 

-.06 

.10 

.11 

.11 

.05 

.04 

.08 

Centralized  reports 

416 

+  .03 

.06 

.07 

.07 

.08 

09 

.07 

Psychiatric  nurses 

415 

-.02 

.09 

.09 

.07 

.07 

.07 

.07 

412  -.02  .08      .09      .07      .07      .06  .07 


Measuring  quality  of  care 

There  are  three  basic  ways  of 
measuring  quality  care  in  the  hospital 
setting.  The  most  direct  way  is  to 
measure  it  from  the  perspective  of  the 
person  receiving  the  care  since  the 
outcome  of  care  itself  is  measured. 

The  second  way  of  measuring  care 
is  from  the  perspective  of  the  health 
professional,  which  can  take  two 
forms:  peer  review  and  personnel 
licensure,  registration  or  accredita- 
tion. This  is  an  indirect  method  of  as- 
sessing the  quality  of  care. 

A  third  way  of  measuring  quality 
care  is  from  the  perspective  of  the  in- 
stitution where  the  care  is  given.  The 
most  common  yardsticks  are  accredi- 
tation, licensure  and  certification. 

Basically,  Medicare  measures  qual- 
ity from  an  institutional  perspective. 
It  should  be  noted,  however,  that  the 
Medicare  program  also  measures  care 
from  the  health  professional's 
perspective  through  peer  review  and 
personnel  licensure. 

Data  on  the  deficiencies  was  origi- 
nally derived  from  the  various  hospi- 
tal survey  report  forms  and  lists  of  de- 
ficiencies compiled  by  state  agency 
surveyors.  These  forms  were  eventu- 
ally reviewed  and  approved  by  Fed- 
eral personnel. 

Patterns  of  deficiencies 

Almost  half  (47  percent)  of  the  de- 
ficiencies during  the  five-year  period 
involved  three  conditions  of  participa- 
tion: the  medical  staff  with  3,857  de- 
ficiencies, the  medical  record  depart- 
ment with  2,735  deficiencies  and  the 
pharmacy  or  drug  room  with  1,825 
deficiencies. 

Other  conditions  with  significant 
numbers  of  deficiencies  included  the 
nursing  department  with  1,623  de- 
ficiencies, laboratories  with  978  and 
the  dietary  department  with  969. 

Special  staffing  requirements  for 
psychiatric  hospitals  presented  a 
major  problem  area,  with  1,181  de- 
ficiencies, followed  by  special  staff- 
ing requirements  for  tuberculosis  hos- 
pitals with  1,096  deficiencies. 

Relatively  few  deficiencies  were 
discovered  in  the  outpatient  and  social 
work  departments,  where  there  were 
only  58  and  38  deficiencies 
respectively. 

In  addition  to  deficiencies  in  condi- 


tions, deficiencies  in  standards  were 
also  surveyed.  The  largest  number  of 
deficiencies  occurred  in  the  standard 
involving  autopsies.  It  accounted  for 
almost  11  percent  (1,906)  of  all  the 
deficiencies  in  the  United  States.  A 
deficiency  in  this  standard  suggests 
that  the  medical  staff  has  not  per- 
formed sufficient  autopsies  in  cases  of 
unusual  deaths  or  autopsies  of  legal 
and  educational  interest.  To  meet  this 
standard,  a  hospital  must  perform  au- 
topsies on  at  least  20  percent  of  its 
terminal  cases. 

Other  significant  deficiencies  were: 

•  Records  of  current  patients  and 
discharged  patients  were  not  com- 
pleted promptly  in  880  instances. 

•  There  were  insufficiently  qual- 
ified medical  record  personnel  in  779 
hospitals. 

•  Some  654  hospitals  lacked  a 
pharmacy  committee  consisting  of  the 
pharmacist  and  members  of  the  medi- 
cal staff. 

•  Pathologist  services  were  found 
lacking  in  528  hospitals. 

•  In  507  hospitals  there  were  an  in- 
adequate number  of  registered  nurses. 

•  Life  safety  code  deficiencies  oc- 
curred in  449  hospitals. 

•  The  lack  of  recreational  services 
was  a  major  problem  in  621  tuber- 
culosis hospitals. 

•  A  significant  lack  of  psychologi- 
cal services  in  psychiatric  institutions 
was  found  469  times. 

Comparing  the  average  number  of 
deficiencies  within  each  standard  for 
the  five-year  period  with  the  number 
of  deficiencies  in  the  most  recent 
year,  improvement  is  found  in  56  per- 
cent (63)  of  the  standards.  The  stand- 
ard worsened  in  42  percent  (48)  and 
the  number  of  deficiencies  remained 
the  same  in  two  percent  (2). 

Noteworthy  improvements  were 
made  in  the  life  safety  code  standard, 
autopsy  rates,  nursing  department  or- 
ganization, the  number  of  registered 
nurses,  the  number  of  medical  records 
department  personnel,  medical  record 
indexing,  medical  record  content, 
pathology  services  and  medical 
libraries. 

Deterioration  occurred  in  the  gov- 
erning body's  responsibility  for  estab- 
lishing policies  that  require  every  pa- 
tient to  be  under  a  physician's  care, 
the  governing  body's  responsibility  to 


make  staff  appointments,  centraliza- 
tion of  clinical  information  in  the  pa- 
tient's record,  adequacy  of  laboratory 
services  and  reviews  of  patient  admis- 
sions by  utilization  review  commit- 
tees. 

Modest  improvement  occurred  in 
the  standards  involving  recreational 
services  and  progress  notes  in  tuber- 
culosis hospitals,  and  in  psychologi- 
cal services  and  medical  records  in 
psychiatric  hospitals.  Little  change 
occurred  in  the  adequacy  of  nursing 
services  in  psychiatric  hospitals  and 
in  the  social  needs  of  patients  in 
tuberculosis  hospitals. 

The  number  of  surveys  conducted 
varied  with  the  year.  Although  the 
total  number  conducted  each  year  was 
about  the  same,  there  are  some  var- 
iances, especially  in  1973  when  there 
were  1,367  surveys  compared  with  an 
average  of  1,051  for  the  other  four 
years.  Because  of  this  variance,  there 
could  be  some  distortion  in  the  com- 
parisons. 

To  compensate  for  this  possible  dis- 
tortion and  to  verify  the  earlier  analy- 
sis, a  separate  weighted  analysis  was 
made  of  each  standard  which  had  a 
total  of  more  than  400  deficiencies. 
(See  accompanying  table.) 

The  data  suggests  that  improvement 
occurred  in  all  but  two  of  the  12 
standards  having  a  significant  number 
of  deficiencies.  Some  deterioration 
occurred  in  the  pharmacy  committee 
standard  and  the  use  of  centralized  pa- 
tient records. 

Significant  progress  is  indicated  in 
the  number  of  autopsies  performed. 
Of  all  the  standards,  this  shows  the 
most  significant  decrease  in  defi- 
ciency levels  from  1970  through 
1974.  Such  a  large  number  of  de- 
ficiencies in  one  standard  would  seem 
to  distort  the  overall  data.  However, 
if  the  autopsy  standard  is  disregarded, 
the  overall  ratio  involving  the  average 
number  of  deficiencies  per  survey 
from  1970  through  1974  remains  un- 
changed. 

Consistent  improvement  is  also 
noted  in  the  number  of  medical  record 
personnel,  pathology  services  and  the 
number  of  registered  nurses. 

A  dramatic  improvement  has  also 
occurred  in  the  life  safety  code  stand- 
ard, but  no  change  occurred  in  the 
psychiatric  nurse  standard.  ■ 
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AMA,  AHA,  FAH  announce  cost  containment  plan. 


A  coalition  of  associations  repre- 
senting hospitals  and  physicians  have 
devised  a  plan  for  containing  hospital 
costs  by  encouraging  hospitals  to  vol- 
untarily reduce  their  annual  budget 
increases. 

The  new  proposal  was  made  by  the 
National  Steering  Committee  of  Vol- 
untary Cost  Containment,  whose 
principal  members  are  the  American 
Hospital  Association,  the  Federation 
of  American  Hospitals  and  the 
American  Medical  Association. 

The  committee  pegged  the  increase 
in  hospital  costs  for  1977  at  13.7  per- 
cent and  plans  to  reduce  that  by  two 
percentage  points  in  each  of  the  next 
two  years. 

The  committee's  cost  containment 
strategy  is  to  develop  voluntary  cost 
containment  review  committees  in 
each  state  that  would  establish  rea- 
sonable goals  for  the  state  and  call 
upon  hospital  boards  of  trustees  to  in- 
crease efforts  to  contain  costs.  Each 
hospital  would  voluntarily  report  key 
indicators  to  the  state  committee, 
which  would  review  all  hospitals 
whose  rates  of  increase  exceeded  the 
previous  year's  or  were  greater  than  a 
level  "set  in  light  of  the  state's 
experience. " 

Other  members  of  the  committee 
are  the  Health  Insurance  Association 
of  America,  the  Health  Industry  Man- 
ufacturers Association.  Blue  Cross- 
Blue  Shield  Associations,  the  U.S. 
Chamber  of  Commerce  and  Consumer 
Consultant  Virginia  Knauer. 

Among  the  recommendations 
adopted  by  the  committee  are: 

•  Establish  national  goals  of  no  net 


increase  in  hospital  beds,  reduction  in 
capital  investment  by  hospitals  and 
elimination  of  excess  bed  capacity 
where  it  exists.  Capital  investment 
would  be  held  to  80  percent  of  the  an- 
nual average  (price-adjusted)  of  ap- 
proved capital  expenditures  by  hospi- 
tals over  the  prior  three  years.  Rather 
than  being  an  absolute  ceiling,  the 
goals  would  be  adjusted  to  meet  each 
state's  special  needs.  Special  consid- 
eration would  also  be  given  to  rural 
areas  and  areas  with  rapidly  growing 
or  substantially  changing  populations. 

•  Ask  medical  staffs  to  tighten 
their  utilization  review  programs, 
consistent  with  sound  medical 
practice. 

•  Provide  technical  assistance  to 
hospitals  and  state  committees  in 
meeting  the  goals  of  the  voluntary 
program. 

•  Solicit  support  and  cooperation 
of  officials  of  HEW  and  the  Council 
on  Wage  and  Price  Stability,  congres- 
sional leaders  and  the  White  House. 

•  Call  upon  HEW  and  other  Fed- 
eral agencies  to  make,  by  the  close  of 
1978.  cost  effectiveness  studies  of  the 
impact  of  all  existing  regulations  af- 
fecting the  health  care  industry. 

•  Conduct  an  in-depth  analysis  of 
the  cost  effectiveness  and  inflationary 
impact  of  any  proposed  health  care 
legislation  or  regulations. 

•  Accelerate  current  efforts  to  im- 
prove the  health  care  delivery  system 
through  multihospital  systems,  shared 
services,  health  maintenance  organi- 
zations and  renewed  emphasis  on  the 
accessibility  of  primary  care. 

•  Explain  the  voluntary  program  to 


the  public  and  actively  involve  con- 
sumers, providers,  trustees,  industry, 
labor  and  others  in  the  effort  to  con- 
tain health  care  costs  and  cut  exces- 
sive demand  for  health  care  services. 

•  Ask  insurance  carriers,  other 
purchasers  of  care,  industry  and  or- 
ganized labor  to  examine  alternatives 
to  existing  health  insurance  programs 
that  would  heighten  consumers' 
awareness  of  the  cost  of  health  care. 

Blue  Cross,  Blue  Shield 
combine  staffs. 

Walter  J.  McNerney  has  been 
elected  president  of  the  Blue  Cross 
and  Blue  Shield  Associations,  which 
consolidated  staffs  on  January  1.  He 
was  formerly  president  of  the  Blue 
Cross  Association.  William  E.  Ryan, 
formerly  president  of  the  Blue  Shield 
Association,  was  named  senior  execu- 
tive vice  president. 

Consolidated  management  is  ex- 
pected to  effect  savings  for  both  as- 
sociations by  eliminating  duplication 
and  tightening  corporate  manage- 
ment. Among  the  areas  to  be  consoli- 
dated are  advertising,  public  rela- 
tions, marketing,  data  processing  and 
legal  matters. 


Screening  cuts  admissions 
in  Virginia  nursing  homes. 

A  state-wide  pre-admission  screen- 
ing program,  which  went  into  effect 
last  May,  has  resulted  in  a  23  percent 
decline  in  nursing  home  admissions 
under  the  Virginia  Medicaid  program. 

Each  person  who  applies  to  a  nurs- 
ing home  is  screened  by  the  local 
health  department's  home  health  serv- 


ices  utilization  review  committee.  If 
community  services  can  provide  the 
care  needed  in  the  person's  home  or 
elsewhere  in  the  community,  admis- 
sion is  not  recommended. 

An  estimated  $362,000  in  Medicaid 
funds  was  saved  during  the  first  three 
months  of  the  program.  Of  the  first 
818  applicants  screened,  alternatives 
to  nursing  home  care  were  found  for 
193. 

At  minimum,  a  review  committee 
consists  of  a  physician,  nurse  and  so- 
cial worker.  Whenever  possible,  rep- 
resentatives from  agencies  providing 
community  services  to  the  aged  and 
disabled  are  included. 

Medicare  coverage  for 
IHS  hospital  patients. 

Medicare  patients  will  now  be  cov- 
ered in  Indian  Health  Service  hospi- 
tals and  skilled  nursing  facilities, 
under  proposed  regulations  recently 
issued  by  HCFA. 

Previously,  reimbursement  could 
not  be  made  except  for  emergency 
services  and  in  a  few  instances  where 
an  IHS  hospital  was  serving  the  gen- 
eral public  as  a  community  hospital. 
The  change  was  made  possible  by  last 
year's  Indian  Health  Care  Improve- 
ment Act. 

Initially,  Medicare  reimbursements 
will  be  paid  into  a  special  fund  that 
the  IHS  facilities  can  use  to  upgrade 
their  operations  to  meet  Medicare 
standards.  When  this  upgrading  is 
accomplished,  reimbursements  will 
be  handled  conventionally. 

The  act  also  authorizes  100  percent 
Federal  matching  of  State  Medicaid 
reimbursements  to  IHS  facilities. 

Comment  invited  on 
HEW-funded  sterilizations 

Public  comment  is  being  sought  on 
proposed  regulations  for  sterilization 
procedures  paid  for  by  Medicaid, 
family  planning  programs  and  other 
programs  funded  by  HEW. 

Public  hearings  are  scheduled  in 
major  cities  between  January  17  and 
February  14.  The  last  day  for  com- 
ment is  March  15. 

The  new  regulations  aim  to  make 
sterilizations  available  to  those  who 


want  them  and  who  qualify  for  pay- 
ment of  fees,  while  providing 
stronger  safeguards  against  abuse. 
HEW  seeks  to  prevent  situations  in 
which  a  patient  decides  to  undergo  a 
sterilization: 

•  Without  understanding  the  nature 
and  permanent  consequences  of  the 
procedure  because  of  lack  of  mental 
capacity. 

•  Through  fear  that  refusing  to  be 
sterilized  will  result  in  reprisals,  such 
as  the  withdrawal  of  Federal  benefits. 

•  Because  of  duress  at  times  of 
stress  associated  with  labor, 
childbirth  or  hospitalization. 

HEW  funds  about  10  percent  of  all 
sterilizations  performed  in  this  coun- 
try. Standards  governing  them  were 
first  adopted  in  1973,  after  a  suit  was 
filed  in  behalf  of  two  young  Alabama 
sisters  alleging  that  they  had  been 
sterilized  against  their  will. 


Frank  S.  Beal  slated  to 
be  HCFA  executive. 


Frank  S.  Beal,  Secretary  of  Public 
Welfare  for  Pennsylvania,  will  be  ap- 
pointed HCFA's  Deputy  Adminis- 
trator for  Operations,  according  to  an 
announcement  by  Administrator 
Robert  A.  Derzon. 

Prior  to  becoming  secretary,  Mr. 
Beal  served  as  Deputy  Secretary  for 
Operations  and  Special  Assistant  to 
the  Secretary. 

In  this  new  position,  Mr.  Beal  will 
coordinate  and  oversee  the  operations 
of  the  Medicare,  Medicaid  and  Health 


Standards  and  Quality  programs 
as  well  as  the  Office  of  Program 
Integrity. 

"I  am  delighted  that  Frank  Beal 
has  agreed  to  join  HCFA  in  this  most 
important  post,"  said  Mr.  Derzon. 
"He  is  a  proven  and  superb  execu- 
tive. His  health  and  social  service 
programs  in  Pennsylvania  make  him 
extraordinarily  qualified  to  have  the 
overall  responsibility  for  the  program 
operations  of  HCFA." 

Before  entering  government,  Mr. 
Beal  was  manager  of  marketing  serv- 
ices for  Westinghouse  Electric  Corpo- 
ration in  Pittsburgh.  He  served  10 
years  as  an  Air  Force  officer,  working 
principally  in  scientific  and  techno- 
logical areas. 

Mr.  Beal  is  a  graduate  of  the  U.S. 
Naval  Academy  and  holds  a  master's 
degree  in  nuclear  engineering  from 
the  Air  Force  Institute  of  Technology. 

Home  visits  easier  under 
new  Medicaid  regulation. 

In  many  States,  Medicaid  patients 
in  nursing  homes  can  now  go  home 
for  authorized  visits  or  be  admitted  to 
an  acute  care  hospital  without  fear 
that  they  will  not  have  beds  when 
they  return. 

Before  a  new  regulation  was  pub- 
lished, federal  matching  funds  could 
be  used  to  reserve  a  bed  for  only  15 
days  each  time  the  patient  was  admit- 
ted to  an  acute  care  hospital  or  for  a 
total  of  18  days  for  home  visits  during 
a  12-month  period.  Beyond  those  lim- 
its, the  beds  could  be  reserved  only  if 
the  states  would  pay  the  total  cost. 
Many  states  did  not  do  this. 

The  new  regulation  removes  all 
limits  to  federal  matching  funds  for 
beds  during  temporary  absences  au- 
thorized by  the  attending  physician. 
However,  States  may  still  set  a  limit 
on  the  number  of  days  a  Medicaid  pa- 
tient may  be  away  from  an  institution 
and  still  keep  his  bed. 

"We  hope  that  therapeutic  home 
visits  with  family  and  friends  will 
help  elderly  and  disabled  people  re- 
duce their  dependence  on  institutional 
life,"  said  HCFA  Administrator 
Robert  A.  Derzon.  "Such  visits  may 
lead  some  to  return  permanently  to  a 
more  normal  life  outside  an  institu- 
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tion.  It  is  certain  that  home  visits  will 
improve  the  quality  of  the  lives  of 
people  of  all  ages  who  are  in- 
stitutionalized because  they  are  infirm 
or  chronically  ill." 


Everette  F.  Bryant  has  been 
appointed  HCFA's  acting  regional 
administrator  for  the  Philadelphia  re- 
gion. Formerly,  he  was  acting  re- 
gional Medicaid  director  in  Chicago 
and  held  several  other  senior  positions 
in  the  Medicare  program  in  recent 
years. 

Philip  Nathanson  has  been  ap- 
pointed HCFA's  acting  regional  ad- 
ministrator for  the  San  Francisco  re- 
gion. He  has  held  various  positions  in 
both  regional  and  central  offices  of 
the  Social  Security  Administration, 
most  recently  as  director  of  the  Divi- 
sion of  General  Policy,  Office  of  Pro- 
gram Policy  and  Planning. 


September  October  m'/7 

Team  Effort  Pays  Off  m  Curbing  Fraud  and  Abuse. 
HMOs  Stimulate  Competition 
Pinpointing  the  Costs  of  Hospital  Services. 


Forum  receives  award. 

The  first  issue  of  the  Forum  has  re- 
ceived an  Award  of  Achievement 
from  the  Society  for  Technical  Com- 
munication for  the  overall  quality  of 
its  articles  and  graphics.  The  maga- 
zine was  singled  out  for  this  award 
during  the  society's  annual  judging  of 
Government  and  business  publica- 
tions produced  in  the  Washington 
area.  The  Forum's  predecessor  re- 


ceived the  same  award.  Only  two 
other  magazines  received  a  higher 
award. 

Medical  review  expertise 
is  broadened. 

One  objective  of  HCFA  is  to 
broaden  participation  of  health  care 
professionals  in  the  medical  review 
process.  To  forward  that  end,  the 
agency  has  issued  a  regulation  requir- 
ing state  Professional  Review  Coun- 
cils to  establish  advisory  groups  com- 


posed of  at  least  one-half  of  health 
care  professionals  who  are  not  physi- 
cians, such  as  nurses,  dentists  and 
representatives  of  hospitals. 

In  announcing  the  regulations, 
HCFA  Administrator  Robert  A. 
Derzon  said:  "These  regulations  will 
help  develop  two-way  cooperation  be- 
tween Professional  Standards  Review 
Organizations  and  health  care  prac- 
titioners. 

A  council  coordinates  all  PSRO  ac- 
tivity in  the  state. 


Letters  to  the  Editor 


Price  of  cheap  drugs  is 
too  high. 

To  the  Editor: 

Your  article  on  how  Canada  holds 
drug  prices  down  (November/ 
December  Forum)  should  provide  our 
own  planners  with  important  insights, 
as  we  design  our  national  health  care 
system.  The  Canadians  have  adopted 
every  price-depressing  idea  that,  to 
our  knowledge,  has  ever  been 
suggested — from  forced  licensing  of 
patents,  to  forced  substitution  of 
low-priced  products  and  the  use  of  tax 
funds  to  subsidize  some  companies. 

Given  what  the  Canadians  have 
done,  it  would  have  been  surprising  if 
researchers  hadn't  found  relatively 
lower  drug  prices  there.  Maybe  if  one 
counted  the  cost  of  government  grants 
and  tax  concessions  to  companies  to 
pay  for  research,  the  savings  would 
not  be  so  impressive.  Maybe  if  one 
counted  the  cost  to  the  taxpayer  of 
paying  half  the  cost  of  designing  pri- 
vate drug  plants  and  setting  them  in 


production,  the  savings  would  be 
even  less  admirable,  on  a  net  basis. 

In  any  case,  it  should  be  borne  in 
mind  that  Canada  is  taking  small  in- 
dustrial risks,  even  if  its  policies 
eventually  drive  the  drug  industry  to 
ruin.  It  would  be  no  calamity  if 
Canada  were  forced  to  rely  entirely  on 
Europe,  Japan  and  the  U.S.  to  de- 
velop and  supply  prescription  drugs. 
That  is  practically  the  situation  today. 
But  we  don't  have  and  don't  want  that 
option. 

I  agree  with  Vincent  Gardner, 
HCFA's  pharmaceutical  reimburse- 
ment office  chief,  who  pointed  out 
that  the  Canadian  study  did  not  look 
at  the  program's  impact  on  incentives 
for  pharmaceutical  innovation  or 
long-term  stability  in  the  Canadian 
drug  industry — nor  did  it  take  account 
of  the  fact  that  Canada  has  almost  no 
domestic-based  drug  industry. 

Frankly,  I  think  Canada  has  effec- 
tively forfeited  a  significant  role  in 
drug  research  and  production.  For  a 
nation  whose  population  is  a  tenth  of 
ours,  that  is  no  tragedy,  though  na- 
tions less  than  half  Canada's  size 
(Switzerland,  Belgium)  have  taken  a 
more  foresighted,  progressive  course. 

For  us  to  adopt  the  Canadian 
policies  would  be  a  profound  mistake, 
one  which  would  not  merely  depress 
the  drug  industry,  but  would  slow 
progress  in  therapeutics  around  the 
world.  We  don't  need  cheap  drugs  at 
a  price  that  high. 

C.  Joseph  Stetler 
President 

Pharmaceutical  Manufacturers 

Association 

Washington,  D.C. 


Are  you  sure  you  know  what 
family  planning  is  aj[  about? 


If  you  think  family  planning  means  taking 


measures  to  prevent  unwanted 


pregnancies  .  .  .  you're  only  partially 
right.  Certainly,  family  planning  does  offer 
ways  to  have  children  only  when  you  want 
them  .  .  .  can  afford  them  the  best  .  .  .  and 


love  them  the  most. 


But  did  you  know  that  it  also  means: 

•  making  sure  you're  healthy  before,  during,  and  after  pregnancy 

•  counseling  and  helping  solve  fertility  problems  for  couples 
who  want  to  have  children  but  can't 

•  counseling  men  on  male  responsibility  for  birth  control 

•  counseling  young  people  about  their  problems  and  how 
having  a  baby  can  affect  their  health  and  their  lives 

So  be  sure  you  know  ALL  about  family  planning  .  .  .  it  means 
more  than  you  may  have  thought. 


All  these  services  are  available  from  the  family  planning  clinic  in  your  community, 
your  local  health  department,  or  your  own  physician. 


U.S.  DEPARTMENT  OF  HEALTH. 
EDUCATION,  AND  WELFARE 
Public  Health  Service 
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The  Future  of 
Publicly-Owned  Hospitals, 


by  Arthur  E.  Hess 


There  is  a  growing  realization  that 
the  effective  organization  and  financ- 
ing of  better  health  care  for  low- 
income  people  will  be  vastly  more 
complex  and  time  consuming  than  the 
American  people  had  hoped.  Expecta- 
tions for  developing  a  national  health 
strategy  continue  to  run  high,  but  so- 
lutions are  elusive.  More  and  more 
the  goal  to  open  up  options  for  access 
to  quality  care  and  assure  broader 
financing  for  millions  who  do  not 
today  have  these  opportunities  is  tak- 
ing second  place  to  containing  the 
run-away  costs  of  today's  health  sys- 
tem. 

For  large  numbers  of  disadvantaged 
people — low-income  people,  as  well 
as  those  who  become  medically  indi- 
gent through  a  health  catastrophe — 
the  public  hospital  stands  today  as  the 
principal  source  of  services,  and  as 
the  instrument  through  which  we  try 
to  assure  and  finance  the  care. 
Moreover,  in  many  communities  the 
public  hospital  serves  not  just  as  the 
provider  of  last  resort  for  the  poor, 
but  also  the  provider  of  choice.  It  is  a 
crucial  community  resource,  but  it  is 
often  also  an  institution  in  trouble. 

In  the  past,  when  the  problems  of 
public  hospitals  have  been  exposed  by 
the  press  or  addressed  by  students  and 
policymakers,  the  solution  often 
suggested  has  been  the  early  enact- 
ment of  national  health  insurance, 
which  would  make  it  unnecessary  to 
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continue  the  operation  of  public  hos- 
pitals much  longer. 

Universal  enfranchisement,  the  rea- 
soning went,  will  be  accompanied  by 
financing  sufficient  to  permit  all  citi- 
zens to  seek  out  physicians  and  hospi- 
tals of  their  choice,  and  this  in  turn 
would  presumably  lead  most  patients 
who  now  use  public  hospitals  to 
"vote  with  their  feet,"  that  is,  seek 
care  from  voluntary  sector  providers. 
These  providers,  it  is  postulated,  offer 
services  of  greater  amenity,  greater 
convenience  and  better  quality,  and 
national  health  insurance  will  make 
this  level  of  service  a  standard.  Ac- 
cordingly, state  and  local  govern- 
ments that  own  and  operate  acute-care 
general  hospitals  would  plan  to  get 
out  of  the  business  as  soon  as  possi- 
ble. This  could  be  done  by  divesti- 
ture, conversion  of  the  facilities  to 
private  operations  or,  in  case  of  an 
outmoded  facility  or  one  whose  bed 
capacity  was  not  needed,  by  closing 
down  the  errant  institution. 

Others,  however,  who  look  at  to- 
day's facts  and  tomorrow's  expecta- 
tions, believe  it  is  flying  in  the  face  of 
reality  to  assume  that  national  health 
insurance  will  provide  a  quick  answer 
to  the  problems  of  delivering  health 
care  to  all  Americans.  These  obser- 
vers feel  that  leaving  the  present  day 
problems  of  local  public  hospitals  to 
be  covered  by  a  future  restructuring 
of  health  care  is  a  cop-out.  It  is  an 
excuse  to  avoid  addressing  some  mat- 
ters that  require  attention  now  at  all 
three  levels  of  government — Federal, 
state  and  local.  It  allows  legislative 
opportunities  to  pass  by  postponing 
step-by-step  improvements  in  existing 
programs  in  favor  of  the  will-o-the- 
wisp  that  some  day,  somehow,  the 
political  processes  will  all  come  to- 
gether and  produce  a  brave  new 
world. 
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"For  large  numbers  of  dis- 
advantaged people  — low- 
income  people,  as  well  as 
those  who  become  medi- 
cally indigent  through  a 
health  catastrophe  — the 
public  hospital  stands 
today  as  the  principal 
source  of  services.,, 

"It  is  flying  in  the  face  of 
reality  to  assume  that  na- 
tional health  insurance  will 
provide  a  quick  answer  to 
the  problems  of  delivering 
health  care  to  all 
Americans." 


Study  of  public  general  hospitals 

In  the  face  of  persistent  problems 
that  seemed  unique  to  public  hospitals 
and  in  light  of  highly  controversial 
assumptions  about  the  future  of  these 
institutions,  an  independent  commis- 
sion was  established  to  assess  the 
problems  of  the  public  hospital  sector 
and  to  point  to  likely  solutions. 

The  Commission  on  Public-General 
Hospitals  was  established  by  the  Hos- 
pital Research  and  Educational  Trust, 
an  affiliate  of  the  American  Hospital 
Association,  through  grant  support 
from  the  Robert  Wood  Johnson  Foun- 
dation of  Princeton,  New  Jersey,  and 
the  W.K.  Kellogg  Foundation  of  Bat- 
tle Creek,  Michigan.  It  also  received 
support  from  the  Cleveland  Founda- 
tion of  Cleveland  for  its  conference 
program. 

The  two-year  study  by  the  commis- 
sion will  be  issued  shortly. 

Nature  of  public  hospitals 

The  single  common  denominator  of 
the  public  hospital  sector  is  govern- 
ment ownership.  In  all  other  respects, 
the  sector  is  extremely  diverse,  with 


major  differences  in  mission,  struc- 
ture, clientele,  relationships  with  their 
government  sponsors,  financial 
status,  services  delivered,  educational 
programs  and  organization  of  medical 
staff. 

Primarily  for  historical  reasons, 
public  general  hospitals  do  not  exist 
in  all  parts  of  the  land.  They  are 
among  some  of  the  very  largest  hospi- 
tals in  the  nation  and  include  many  of 
the  smallest,  especially  in  remote  and 
sparsely-populated  areas  in  the  South- 
east, Southwest  and  West. 

Notwithstanding  great  divergencies 
in  the  public  general  hospital  sector, 
generalizations  can  be  made  about 
these  hospitals: 

•  They  are  a  vital  resource  within 
our  nation's  health  delivery  system. 

•  They  provide  essential  services 
for  vast  numbers  of  people  throughout 
the  country. 

•  They  constitute  a  major  health 
service  capacity,  by  virtue  of  the 
magnitude  of  their  facilities  and 
services. 

About  1 ,900  general  hospitals  are 
publicly  owned  and  comprise  one- 
third  of  all  community  hospital 
facilities  in  this  country.  They  repre- 
sent more  than  20  percent  of  all  inpa- 
tient admissions  and  more  than  25 
percent  of  all  hospital  outpatient  vis- 
its. They  employ  more  than  a  fifth  of 
the  nation's  hospital  workers  and  ac- 
count for  about  a  fifth  of  all  hospital 
expenses. 

In  order  to  make  more  valid  general 
conclusions,  one  must  divide  these 
hospitals  into  a  number  of  categories. 
The  best  way  is  by  geographic  and 
functional  areas. 

Urban  areas.  Among  the  100 
largest  cities  of  this  nation,  there  are 
63  cities  with  public  general  hospi- 
tals accounting  for  less  than  10  per- 
cent of  their  total  community  hospital 
facilities.  They  are  large,  however, 
with  an  average  size  of  over  500 
beds,  and  deliver  13  percent  of  all  in- 
patient services  and  29  percent  of  all 
hospital  outpatient  services  in  these 
cities. 

In  a  few  cities  they  deliver  as  much 
as  one-third  of  all  inpatient  care  and 
one-half  of  all  outpatient  care.  They 
usually  also  provide  the  community  as 


a  whole  with  emergency,  trauma  and 
crisis  services,  with  care  for  prisoners 
and  aliens,  and  with  certain  other 
very  expensive,  highly  specialized 
care  that  is  frequently  not  available 
elsewhere. 

Many  of  these  hospitals  are  in  seri- 
ous financial  difficulty  today,  because 
the  local  government  appropriations 
on  which  they  depend  for  last-dollar 
support  has  been  inadequate  to  meet 
necessary  operating  costs  and  to  re- 
place outdated  and  outmoded  plant 
and  equipment.  Most  of  these  hospi- 
tals are  affiliated  with  university  med- 
ical school  programs  and  are  very  im- 
portant institutions  for  training  medi- 
cal and  dental  residents,  and  other 
health  professionals. 

Smaller  cities  and  suburbs.  Turning 
next  to  smaller  cities  and  suburbs 
within  the  Standard  Metropolitan 
Statistical  Areas,  but  outside  the  100 
largest  cities,  one-fifth  of  community 
hospitals  are  publicly  owned.  Averag- 
ing 165  beds,  they  are  sometimes  op- 
erated by  voluntary  corporations  or  by 
proprietary  management  companies. 
Although  these  hospitals,  too,  face 
problems  of  caring  for  unsponsored 
poor  people,  they  primarily  serve  pay- 
ing patients  who  have  insurance.  As  a 
result,  they  are  usually  in  the  best  fi- 
nancial condition  of  all  of  the  public 
hospitals. 

Rural  areas.  Out  of  a  total  of  1 ,900 
public  general  hospitals,  over  1,400 
are  in  smaller  cities  and  towns  outside 
SMSAs,  where  they  represent  almost 
half  of  all  community  hospitals.  They 
deliver  two-fifths  of  the  inpatient 
services  and  more  than  one-third  of 
the  outpatient  services.  Most  are  quite 
small,  with  an  average  of  70  beds, 
and  their  services  generally  are  of  low 
intensity,  meeting  only  the  ancillary 
and  bed  needs  of  basic  general 
medicine,  surgery  and  emergency 
care. 

Most  serve  as  the  community  hospi- 
tal for  all  area  residents;  in  many 
counties  they  are  the  only  hospital. 
They  frequently  refer  patients  with 
complex  problems  to  larger  hospitals 
in  nearby  cities.  Most  rural  hospitals 
suffer  from  low  occupancy  and.  there- 
fore, generate  inadequate  revenues  to 
meet  operating  expenses.  As  a  result, 


they  have  problems  improving  plant 
and  equipment  and  retaining  skilled 
professional  staff. 

Universities.  Finally,  it  is  not  often 
realized  that  two  out  of  three  univer- 
sity hospitals  are  publicly  owned. 
They  provide  two-thirds  of  all  univer- 
sity hospital  inpatient  services  and  a 
slightly  higher  proportion  of  outpa- 
tient services.  With  one  exception, 
the  public  university  hospitals  are 
owned  by  state  governments,  either 
independently  or  as  part  of  state  uni- 
versities, and  are  administered  as  part 
of  a  university. 

An  important  point  to  note  is  that 
three-fourths  of  these  hospitals  are  lo- 
cated in  our  100  largest  cities  and  av- 
erage more  than  500  beds  in  size;  so 
in  a  sense  they,  too,  are  large  urban 
hospitals.  Numbering  44,  these  hospi- 
tals have  priority  commitments  to 
health  science,  education  and  re- 
search. But  they  also  have  a  heavy 
involvement  in  patient  care,  including 
care  of  the  poor.  They  generally  pro- 
vide a  wide  range  of  complex  and  ex- 
pensive services  and  are  staffed 
primarily  by  full-time  physicians  with 
faculty  appointments  in  the  medical 
school. 

The  next  main  conclusion  about 
public  general  hospitals  is  that  they 
furnish  essential  services  frequently 
not  provided  by  other  hospitals. 

•  They  account  for  almost  half  of 
all  ambulatory  care  visits  (clinic  visits 
for  primary  care,  and  special  diagnos- 
tic and  therapeutic  services  on  an  out- 
patient basis,  except  visits  for  emer- 
gency care)  in  hospitals  in  this  coun- 
try today. 

•  They  are  major  providers  of 
emergency  and  trauma  services. 

•  They  provide  services  for 
social-medical  problems,  such  as 
phychiatric  emergencies  and  alcohol 
detoxification. 

•  The  urban  and  university  public 
general  hospitals,  in  particular,  are 
major  providers  of  such  highly  spe- 
cialized services  as  burn  centers,  open 
heart  surgery  and  neonatal  intensive 
care  units. 

Finally,  public  general  hospitals  are 
an  indispensable  resource  in  the  train- 
ing of  physicians  and  other  health 
professionals.  In  the  aggregate,  public 


hospitals  train  almost  40  percent  of 
the  medical  and  dental  residents  train- 
ing in  hospitals  today.  They  also  train 
20  percent  of  the  other  health  profes- 
sionals training  in  hospitals.  The 
two-thirds  of  the  nation's  university 
hospitals  that  are  publicly  owned  train 
two-thirds  of  the  medical  and  dental 
residents  in  all  university  hospitals. 

A  strategy  for  transition 

All  of  the  above  is  not  intended  to 
be  an  argument  for  preserving  the 
status  quo.  Quite  the  contrary.  The 
traditional  "charity  hospital"  will 
have  to  change  in  fact  and  in  image 
into  a  broad  community  resource.  It 
will  have  to  have  administrative  and 
policymaking  capabilities  that  will 
enable  it  to  identify  and  assume  new 
roles  and  establish  new  relationships 
with  other  health  providers. 

In  concert  with  planning  and  regu- 
latory authorities,  public  hospitals, 
like  others,  will  have  to  undergo 
changes  to  eliminate  inappropriate 
and  unnecessary  services  to  as- 
sure that  they  are  viable  links  in  their 
communities'  chain  of  health  serv- 
ices. They  will  have  to  initiate  new 
modes  of  delivery  and  payment,  espe- 
cially for  ambulatory  care  in  the 
neighborhoods  where  most  of  their 
patients  reside.  The  hospitals  will 
have  to  develop  arrangements  for 
sharing  services  with  other  area  pro- 
viders that  will  foster  a  more  rational 
health  delivery  system. 

Any  discussion  of  the  future  of  the 
public  general  hospitals  must  consider 
the  health  delivery  role  of  the  gov- 
ernmental jurisdictions  that  own  pub- 
lic hospitals.  It  is  the  commission's 
judgement  that  there  is  now  and  will 
continue  to  be  an  important  health  de- 
livery role  for  local  government  and 
that  it  is  appropriate  for  state  and 
local  governments  to  carry  out  this 
role  through  the  ownership  and  direct 
delivery  of  health  services,  when  the 
need  for  such  services  has  been  estab- 
lished through  the  health  planning 
process. 

There  are,  however,  other  ways  for 
local  government  to  exercise  this  re- 
sponsibility. The  decision  is  a  matter 
for  local  determination,  based  on  fac- 
tors peculiar  to  the  locality. 


"About  1,900  general 
hospitals  are  publicly 
owned  and  comprise  one- 
third  of  all  community 
hospital  facilities  in  this 
country.  They  represent 
more  than  20  percent  of 
all  inpatient  admissions 
and  more  than  25  percent 
of  all  hospital  outpatient 
visits." 

"Most  rural  hospitals 
suffer  from  low  occupancy 
and,  therefore,  generate 
inadequate  revenues  to 
meet  operating  expenses." 


Financing 

Obviously,  there  is  no  chance  of 
accomplishing  these  changes  if  the  fi- 
nancial problems  that  threaten  the 
ability  of  public  general  hospitals  to 
continue  operation  are  not  resolved. 
Across  the  land,  hospitals  that  serve 
large  numbers  of  poor  and  unspon- 
sored  patients  are  undeniably  in  fi- 
nancial difficulty. 

Let  me  say,  though,  there  are  hos- 
pitals in  the  private  sector  that  also 
play  an  important  role  in  caring  for 
the  poor,  although  the  public  hospi- 
tals bear  the  brunt  of  this  responsibil- 
ity. Because  they  are  under-financed, 
under  capitalized  and  often  under- 
staffed, the  quality  and  quantity  of 
their  services  are  compromised. 

In  some  cases  ability  to  continue 
operating  is  threatened,  and  in  a  few 
cases  institutions  that  were  no  longer 
politically  and  economically  viable 
have  been  closed  down.  This  has  been 
particularly  true  in  our  major  cities. 
Some  of  these  hospitals  have  experi- 
enced revenue  losses  resulting  from 
cutbacks  in  eligibility  and  in  state 
support  for  Medicaid,  at  the  very  time 


"The  local  tax  base,  how- 
ever, is  an  inadequate  and 
inequitable  source  of  fi- 
nancing of  health  care  for 
large  numbers  of  people 
who  do  not  have  any 
means  of  paying  for  care." 

"Governments  at  all  levels 
must  make  new  short- 
term  commitments  to 
hospitals. 

"Public  general  hospitals 
are  fundamental  govern- 
ment tools  for  directly 
implementing  programs  to 
meet  public  needs." 


when  demand  for  their  services  has 
been  increasing  as  a  result  of  high 
unemployment. 

Instead  of  postponing  all  relief  until 
major  legislation  can  be  achieved, 
governments  at  all  levels  must  make 
new  short-term  commitments  to  hos- 
pitals that  serve  large  numbers  of 
poor,  unsponsored  patients.  Addi- 
tional Federal  help  is  needed  now  and 
could  be  expanded  under  existing 
grant,  experimental,  demonstration 
and  waiver  programs.  But  such  help 
should  be  channeled  selectively  to  in- 
stitutions serving  disproportionately 
large  numbers  of  the  poor,  so  as  to 
strengthen  and  expand  services  where 
they  are  most  needed. 

A  unified  strategy  of  selective  rein- 
forcement of  inner-city  and  rural  hos- 
pital capacity  should  have  strings  at- 
tached, to  deemphasize  acute  in- 
patient care  and  to  broaden  the  spectrum 
of  services  that  may  be  paid  for  in  al- 
ternative ways  to  fee-for-service  and 
retrospective  cost  reimbursement. 
This  requires  the  interaction  of  Fed- 
eral grant  and  waiver  authorities,  and 
of  the  state  agencies.  This  could  be  a 


first  phase  of  national  health  insur- 
ance, designed' to  restructure  capacity 
in  place  and  build  more  cost-effective 
payment  mechanisms. 

State  and  local  governments  must 
also  make  a  new  commitment  to  pro- 
vide such  hospitals  with  adequate 
funding  to  assure  necessary  services 
on  a  quality  basis.  This  includes  bet- 
ter ways  to  use  Medicaid  money  and 
local  appropriations,  which  are  not 
inconsiderable.  Revenue  sharing  and 
other  sources  of  fiscal  support  should 
be  used  to  address  those  public  hospi- 
tal needs  that  are  directly  related  to 
the  life  and  safety  of  patients  and  the 
maintenance  of  adequate  standards  of 
care  to  meet  professional  accredita- 
tion standards.  Given  some  freeing  up 
of  the  strings  attached  to  Federal 
reimbursement  and  to  state  Medicaid 
policies,  local  governments  could  do 
a  better  job  of  brokering  the  moneys 
that  flow  to  them  to  purchase  or  pro- 
vide services. 

The  local  tax  base,  however,  is  an 
inadequate  and  inequitable  source  of 
financing  of  health  care  for  large 
numbers  of  people  who  do  not  have 
any  means  of  paying  for  care.  For  the 
long  term,  the  Federal  Government 
must  restructure  health  care  financing 
and  assume  a  greater  share  of  the  bur- 
den of  paying  for  the  care  of  the  poor. 
Notice  I  have  not  said  total  Federal 
financing,  simply  because  I  am  trying 
to  describe  the  generic  requirements 
of  any  national  health  financing  plan. 

National  health  insurance,  if  it 
means  anything,  must  ultimately 
mean  a  strong  move  in  the  direction 
of  restructuring  the  system.  We  know 
what  some  of  the  elements  of  that  re- 
structuring are  likely  to  be.  There  will 
be  emphasis  on  prepayment.  There 
will  be  delivery  of  health  care  through 
systems  that  involve  both  much  more 
internal  discipline  and  much  more  ex- 
ternal accountability.  These  can  be 
both  public  and  private,  or  a  mix. 
New  departures  will  be  made  in  pro- 
fessional, institutional,  and  third- 
party  controls  over  physicians  and 
providers.  There  will  be  great  con- 
troversies over  stringent  public  con- 
trols and  accountability  for  capital  in- 
vestment in  health  delivery  services 
and  facilities. 


All  of  this  will  take  years  to  unfold, 
and  in  the  meantime  it  is  wishful 
thinking  to  expect  that  comprehensive 
new  financing  for  the  near  poor  and 
the  medically  indigent  will  be  made  a 
first  priority  of  the  Federal  Govern- 
ment. Realistically,  I  believe  the  Fed- 
eral Government  can  be  expected  to 
pick  up  this  burden  only  partially  and 
then  only  gradually.  Federal  policy 
will  no  doubt  require  a  continuation 
of  current  effort  on  the  part  of  states 
and  localities,  at  best  holding  them 
harmless  for  future  increases  in  cost. 

When  the  chips  are  down,  the  first 
real  phase  of  national  health  insurance 
could  result  in  Medicaid  reforms  in 
somewhat  the  same  way  that 
Supplementary  Security  Income 
evolved  during  the  first  round  of  wel- 
fare reform. 

Strategies  for  the  future 

State  and  local  governments  that 
own  health  delivery  systems  need  to 
prepare  to  cope  with  conditions  of  the 
decade  ahead.  Can  they  be  in  the 
front  line  of  change  and  of  policy 
leadership?  Or  will  they  remain  in  a 
reactive  stance — fighting  a  series  of 
rearguard  actions,  as  events  threaten 
to  overwhelm  them?  Will  the  Federal 
Government  create  a  fiscal  and  policy 
climate  that  encourages  or  inhibits 
local  efforts  to  deal  locally  with 
pluralism  and  diversity? 

As  in  a  lot  of  other  areas  of  human 
endeavor,  managing  change  will  be 
the  name  of  the  health  care  game.  For 
those  who  have  the  responsibility  for 
the  future  of  the  local  publicly-owned 
hospital,  change  is  in  the  wind.  In 
some  cases,  the  present  hospital  with 
its  present  governance  and  present 
mission  is  not  viable.  It  may,  in  fact, 
be  necessary  to  get  out  of  the  busi- 
ness. Much  more  often,  however, 
there  will  be  strong  reasons  not  to  get 
out,  but  rather  to  reform  and  restruc- 
ture the  institution  to  meet  positive 
goals  of  public  policy,  such  as  pro- 
moting family  care  among  the  disad- 
vantaged and  underserved  population. 
This  must  be  a  local  decision  involv- 
ing a  commitment  by  community 
leadership. 

The  future  of  the  urban  publicly- 


owned  general  hospital  can  be  seen 
only  in  the  broader  perspective  of  the 
general  health  scene.  It  must  be 
planned  within  a  total  strategy  that  re- 
lates to  the  fact  that  very  drastic 
changes  will  also  take  place  in  the 
voluntary  health  sector.  The  private 
hospital  will  no  longer  be  so  private. 
Its  affairs  are  becoming  increasingly 
public.  Conversely,  the  publicly- 
owned  hospital  is  no  longer  viable,  if 
it  is  just  for  so-called  public  patients. 
The  rights  of  the  unsponsored  poor  to 
quality  care  and  to  amenities  and  op- 
portunities of  choice  can  no  longer  be 
restricted,  simply  because  their  care  is 
financed  from  public  funds. 

How  does  one  reconcile  constraint 
of  public  funds  with  equity?  The 
simplistic  notion  of  a  few  years  ago  that 
giving  everyone  a  nice  red,  white  and 
blue  credit  card  would  open  up  unlim- 
ited access  to  so-called  mainstream 
medicine  is  no  longer  realistic.  We 
can't  afford  mainstream  medicine 
anymore,  even  for  the  middle  class. 
In,the  coming  decade,  we  will  be  re- 
defining "mainstream"  for  all  of  us 
in  terms  of  reasonable  and  equitable 
options  that  involve  constraints  of  a 
kind  never  before  experienced  in  the 
health  care  industry. 

Nonetheless,  the  scene  for  the  pub- 
lic hospital  is  not  all  bleak.  Local 
progress  has  been  made  by  many  hos- 
pitals in  the  public  sector.  Across  the 
land,  in  numerous  places  the  situa- 
tions of  public  hospital's  have  greatly 
improved  or  are  currently  in  the  proc- 
ess of  remarkable  change,  largely  be- 
cause of  strong  civic  initiatives 
backed  by  citizen  support. 

There  are  notable  examples  of 
community  public  hospitals  that  were 
outmoded  10  or  15  years  ago  that 
today  have  new  plants  and  equipment, 
new  governance,  and  improved  rela- 
tionships to  medical  schools  and  to 
other  community  institutions.  In  other 
places,  transformation  has  not  yet 
taken  place,  but  task  forces  and  study 
groups  are  in  the  process  of  assessing 
the  possibilities  of  change,  and  com- 
munity leadership  is  actively  seeking 
to  marshall  support  for  new  opportu- 
nities. Crisis  begets  leadership,  which 
in  turn  is  finding  community 
solutions. 


Conclusion 

The  views  regarding  legislative 
strategy  are  my  own  and  should  not 
necessarily  to  be  attributed  to  the 
commission.  I  want  to  stress  that, 
whatever  problems  there  are,  what- 
ever transformations  we  hope  to 
achieve,  whatever  leveraging  of  the 
total  system  we  want  to  accomplish, 
we  must  face  the  fact  that  vast  num- 
bers of  people  today  are  either  in- 
adequately sponsored  by  Medicaid  or 
unsponsored  at  all.  Their  care  rests 
too  heavily  on  the  local  tax  base  and 
on  the  public  hospital's  capacity.  Yet 
a  lot  of  it  is  good  capacity,  with  real 
potential  for  doing  a  better  job  of  de- 
livering exactly  the  kind  of  health 
services  these  people  need  and  can't 
get..  Today,  these  hospitals,  for  a  va- 
riety of  reasons  that  could  be  cor- 
rected, provide  vast  amounts  of 
service — especially  to  outpatients — in 
ways  that  are  not  nearly  as  cost- 
effective,  or  as  convenient,  or  as  high 
in  quality  as  they  ought  to  be.  As  a 
nation,  we  ought  to  pay  immediate  at- 
tention to  these  facts.  If  we  don't  pay 
early  and  effective  attention  to  struc- 
turing better  capacity  and  services 
among  the  institutions  that  serve  the 
poor,  we're  going  to  be  in  deep  trou- 
ble when  we  attempt  to  enfranchise 
the  so-called  public  patients  to  exer- 
cise their  options.  Let's  welcome  the 
fact  that  someday  they  may  be  able  to 
"vote  with  their  feet,"  but  let's  at 
least  try  to  produce  a  situation  in 
which  they  can  exercise  a  real  choice. 

I  have  heard  people  say:  "The  es- 
sential strategy  is  to  concentrate  on 
restructuring  incentives  in  the  middle 
class  areas  where  the  big  money  and 
the  big  waste  is.  Get  the  mainstream 
worked  up  first.  If  you  expend  your 
energies  in  the  poverty  areas,  you  will 
divert  attention  from  the  long-range 
reform  of  the  whole  system." 

Now  I  submit  that  the  two 
strategies  are  not  mutually  exclusive. 
I  don't  mean  locking  the  inner  city 
poor  into  separate  but  equal  facilities. 
I  do  mean  making  it  possible  for  those 
facilities  to  enter  the  long  period  of 
transition  that  we  must  all  go  through 
on  a  competitive  footing.  And  be- 
cause it  will  be  essential  in  the  future 


"Concerning  public 
hospitals,  short-term 
initiatives  must  be  pursued 
by  responsible  levels  of 
government  to  nourish, 
reform,  restructure  and 
make  other 
changes  to  enable  these 
hospitals  to  provide  an 
acceptable  quality  of 
care." 

"Across  the  land,  hospitals 
that  serve  large  numbers 
of  poor  and  unsponsored 
patients  are  undeniably  in 
financial  difficulty." 


to  strengthen  the  forces  and  the  moti- 
vations that  make  for  marketplace  de- 
cisions, a  strategy  of  strengthening 
our  local  public  health  care  and  public 
hospital  systems  will  be  supportive  of 
the  efforts  to  create  a  pluralistic  sys- 
tem that  fosters  choice. 

Are  we  as  a  nation  going  to  be  con- 
cerned mainly  with  cost  containment 
and  reform  of  the  incentives  that  gov- 
ern furnishing  services  in  a  middle- 
class  mainstream  of  medicine?  Or  are 
we  going  to  pay  attention  to  the  poor 
and  their  problems?  Obviously,  we 
must  do  both.  Then  my  main  point  is: 
in  pursuing  objective  number  one, 
let's  not  necessarily  assume  that  we 
will  automatically  attain  objective 
number  two. 

Concerning  public  hospitals,  short- 
term  initiatives  must  be  pursued  by 
responsible  levels  of  government  to 
nourish,  reform,  restructure  and  make 
whatever  other  changes  in  mission 
and  governance  that  are  needed  to  en- 
able these  hospitals  to  provide  an  ac- 
ceptable quality  of  care.  The  poor  de- 
serve no  less.  The  rest  of  the  commu- 
nity deserves  no  better.  H 


Don't  Let  The  Silent  Killer  Silence  You. 

It's  called  the  silent  killer  because  it  usually  has  no 
symptoms.  You  might  not  even  know  you  have  it.  But 
high  blood  pressure  can  lead  to  stroke,  heart  failure, 
and  kidney  disease. 

There  isn't  any  cure  for  high  blood  pressure.  Not  yet, 


anyway.  But  it  can  nearly  always  be  controlled,  and  if 
you  have  it,  you  can  live  a  normal,  healthy  life. 

Get  a  blood  pressure  check  for  yourself  and  every 
member  of  your  family.  Even  the  kids.  If  your  blood 
pressure  is  high,  see  adoctor-and  follow  his  advice. 

Don't  let  the  silent  killer  silence  you. 
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Medicare  Benefit  Expenditures 
FY1967  through  FY  1977 

(in  millions) 


Year      Hospital  Insurance 


Supplementary  Medical  Insurance 


1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 


$  2,508 
3,736 
4,654 
4,804 
5,442 
6,108 
6,648 
7,806 
10,353 
12,267* 
15,165* 


$  664 
1,390 
1,645 
1,979 
2,035 
2,255 
2,391 
2,874 
3,765 
4,671 
5,999 


'During  the  three-months  (July  1  to  Sept.  30,  1976)  when  the  fiscal  year  period  was  changed, 
$3,318  million  was  spent  in  hospital  insurance  and  $1,268  million  was  spent  for  supplementary 
medical  insurance. 

**  Projected 

Source:  1977  Annual  Report  of  the  Board  of  Trustees  of  the  Federal  Hospital  Insurance  Trust  Fund 
and  of  the  Federal  Supplementary  Medical  Insurance  Trust  Fund. 
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